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TUESDAY, APRIL 22, 1952 


UNITED STATES SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to notice, at 10 a. m., in room 301, 
Senate Office Building, Senator Burnet R. Maybank (chairman) 
presiding. 

Present: Senators Maybank (chairman), Fulbright, Robertson, 
Sparkman, Frear, Douglas, Benton, Moody, Capehart, Bricker, 
Schoeppel, and Dirksen. 

The CuarrMan. I will ask that the meeting come to order. 

I. might say it was the wish of this committee to have you three 
gentlemen and Mr. Steelman here at one time. Mr. Steelman tele- 
phoned me this morning and asked to be excused. He said Mr. Put- 
nam would represent him. 

The reason for having you gentlemen here at this time is to give 
this committee your opinions of what is wrong, if anything, with the 
present law. 

As I understand, the committee did not expect any prepared state- 
ments. It would be interesting to hear Mr. Arnall’s statement after 
the other meeting is over, but it is our desire to ask you questions 
about the administration of the law. 

We have a full committee here. It has been suggested that ques- 
tions by the Senators be limited to 2 minutes so that everybody will 
have a chance to get in and ask such questions about the law as they 
desire. We will proceed, in order, from right to left around the table. 

If that is agreeable, after we finish with all members, which should 
take an hour, it will then be open as long as the committee desires it. 
After we get through this meeting the committee will consider what 
to do about public hearings and what to do about the control bill in 
view of the changed situation and in view of what may be done in 
connection with the steel dispute. 

Is that agreeable? 

Senator Roperrson. I suggest to the Chairman that each member 
be permitted to ask one question and then go on around. 

The CHarrmMan. Very well. Each one will ask a question. 

The issues involved in the current steel wage dispute are highly 
controversial. All parties concerned stress different aspects of the 
dispute. 

For the benefit of the committee members, I thought it would be 
beneficial to have in one place the data and pertinent information 
with respect to the positions taken by the union, the steel companies, 
the Wage Stabilization Board, and the Office of Price Statilization in 
the steel negotiations. Accordingly the staff of the committee has 
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compiled data from the parties concerned and various other sources. 
It will, without objection, be inserted in the appendix to the record. 

(The information referred to will be found in the appendix, p. 2297.) 

I want to make this statement before we proceed. I have seen 
some publicity in the paper as to what this committee was going to 
do and what it was not going to do and what I was doing and what 
Senator Robertson was doing behind the scenes. 

You are in charge of price control, Governor Arnall. Have I ever 
asked you to raise any prices? 

Mr. Arnau. Mr. Chairman, you have never made a request to 
me to raise prices. Your statement to me has always been that it is 
my job to do my duty to try to stabilize prices and you would always 
support me when you believed I was doing my duty. 

You have never asked preferential treatment for anyone and I do 
not believe you ever would. 

The CHarrman. I thank you for that. I have no other statement 
except to say that I believe it is my duty on this committee to pass 
proper legislation to help the American people and stop inflation. 

Mr. ARNALL. Let me say the reply I make to your question would 
be the same reply I would make to Senator Robertson if he asked 
me that. 

Neither of you has tried to bring about price increases so far as I 
know and I do not believe you would. 

Mr. Putnam. May I add to that and say that neither you nor 
Senator Robertson have ever approached me on any such subject. 

The CHarrmMan. I have had three or four meetings with you in 
the last month or so. 

Mr. Purnam. And you have never mentioned any special price 
favors for anyone. 

The CuHarrMan. Senator Capehart, you may go ahead. 

Senator CaPEeHART. Before I start, you can say equally the same 
thing about myself. 

Mr. ARNALL. Correct. 

Mr. Putnam. Absolutely. 

Mr. ARNALL. And every member of this committee. 

Mr. Putnam. I was only mentioning the names of the ones I had 
seen in the press. 

Senator CapeHArRT. My first question is this: 

I would like to know whether or not there is proper coordination 
between you, Mr. Putnam and Mr. Arnall and Mr. Feinsinger, and 
Mr. Wilson, or that office of his. My first question is, Did you advise 
Mr. Feinsinger, or the Board—this question is directed to Mr. Putnam 
and Mr. Arnall—that in your opinion the wage increase that they were 
about ready to recommend was too high or that they recommended 
that you would have to permit some sort of price increase in steel? 
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STATEMENTS OF ROGER PUTNAM, ADMINISTRATOR, ECONOMIC 
STABILIZATION AGENCY, ELLIS G. ARNALL, DIRECTOR, OFFICE 
OF PRICE STABILIZATION, AND NATHAN FEINSINGER, CHAIR- 
MAN, WAGE STABILIZATION BOARD 


Mr. Putnam. You are directing that to me primarily, I gather? 

Senator Capenarr. Yes. 

Mr. Putnam. Let me say this: The first part of your question was 
whether there was the proper coordination and cooperation. I think 
my two associates on either hand may have things to say on that 
subject as the hearings go on, but I want to say I think we are a very 
closely knit team—considering that we are all Presidential appointees, 
all confirmed by the Senate—and we work very well together. 

I think that there are certain things inherent in a tripartite Wage 
Stabilization Board, in which I firmly believe, that make for some 
independence of thought, but I think there is good coordination and 
complete under standing between us. I will ‘ask my colleagues to 
confirm that, or you may ask them as time goes on. 

Now, as to your second question, there was continuing consultation 
between Mr. Feinsinger and me all during the time of the deliberation 
of the Board on the award for steel. That is not under me, you 
understand. In its dispute-settling function the Board is directly 
under the President and they do not have to come through me, but I 
think the fact that we were in constant touch shows the cooperation 
that we had. 

Senator CapEHART. You say they do not have to consult with you? 

Mr. Putnam. Not on the dispute-settling functions. They are 
working directly for the President on that. 

Senator CapeHart. They do not have to take into consideration 
whether in your opinion a price increase would be necessary? 

Mr. Putnam. The dispute settling is completely a separate function 
of the Board. Their general regulations must be approved by me but 
the dispute settling activity is a completely separate function given 
to the Board by the President. 

Senator Carenart. Did you at any time ever advise the Board or 
the chairman that in your opinion the wage increase that they were 
about ready to recommend was too high and that it would necessitate 
an increase in the price of steel and other things? 

Mr. Putnam. We were constantly in communication with one 
another as to the possible effect on prices, and as to the possible effect 
on wages. I will say this, because | want to be completely frank with 
this committee: At the time the decision was made—and Mr. Fein- 
singer will bear me out—I felt that it was high. I have studied a lot 
more facts since then and I can bring some to you that have changed 
my mind. I did not have all the facts at that time. 

‘Senator Capenart. Then at one time you did advise the Board that 
you thought their recommendation was too much? 

Mr. Putnam. I discussed that with ae just beforehand and I felt 
the figures they were discussing were hi 

Senator CaPEHART. You have since c nies your mind? 

Mr. Putnam. I have since had more information and I can show 
you that at any time the committee wants to see it. 

Senator Capenart. Is that your position, Mr. Arnall? 
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Mr. Arnau. Well, number one, so far as I recall I never was 
consulted about what WSB was going to do. I am not the coordinating 
man. That is Mr. Putnam. I am kind of a dog’s tail—after every- 
thing else has happened it gets over into my shop. I do not ever 
recall having discussed it except informally from time to time when 
there were meetings, and we told Mr. Putnam, Mr. Wilson, and Mr. 
Feinsinger—my people did—our policies and what we could and 
could not do. But I never did interfere with Mr. Feinsinger’s job nor 
with Mr. Putnam’s. 

Senator CaprHart. Did you at any time say to them that in your 
opinion the recommendations that they were about ready to make or 
had made were, in your opinion, too much? 

Mr. Arnau. I did not know anything about the recommendations 
until after they were made. 

Senator Capenart. Then, as the price stabilizer, you were not 
consulted by the Board? 

Mr. ArnaLu. By WSB? 

Senator CapEHart. Yes. 

Mr. ARNALL. No. 

Senator CapeHart. And you were not consulted | with regard to 
what effect this increase might have on the economy? 

Mr. Arnauu. They had been told what we could and could not do 
under our price policies. Informally I told Dr. Feinsinger that. 

Mr. Purnam. May I just add to that that I was the coordinator 
there. My economist and your economist, Mr. Arnall, had gone over 
very carefully what the steel figures showed, and I am sure Dr. 
Feinsinger has seen those figures as well. 

The CHarrMaANn. You told me that you could not coordinate because 
you did not have the final say. 

Mr. Putnam. I said I could not order what this Board should 
recommend, and I do not think anybody should. 1 think a tripartite 
board is the best way to settle labor disputes. 

I could not order them, but on the other hand, I think there was 
complete coordination and an understanding of what the effects would 
be. 

Senator CapreHartr. Then the fact is that we really have two 
separate and distinct boards with one having absolutely no authority 
over the other; one having the authority to recommend any kind and 
type and amount of wage increase that they might care to under 
formulas that have been previously established, subject, of course, 
to change. We have two independent organizations, one dealing 
with prices and another dealing with wages? 

Mr. Purnam. No, they are not independent because they both 
coordinate through me. 

The dispute settling recommendations of this Board must be 
within its own rules and the rules have had to be approved by my 
office. 

There is an interchange of information, sometimes direct, but 
also through me constantly, and I will say we have had a habit of 
dining together relatively often to make sure that we do coordinate 
our activities. 

Senator Fu_tsricutr. Mr. Putnam, is there anything to this limita- 
tion or not? If you are going to follow a procedure, I think it should 
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be followed. I think the Senator’s questions are appropriate, of 
course. 

You seem to have the feeling that the dispute settling is a function, 
apart and unrelated to stabilization of wages and prices. 

Mr. Purnam. Oh, no, sir. I did not mean to say that if I did. 

Senator Funtsrieur. I believe you said you had no jurisdiction 
over dispute settling. Is that correct? 

Mr. Purnam. I have no jurisdiction over it, but on the other hand, 
the Executive order under which they operate as a disputes board 
says that the recommendations they make must be consistent with, 
stabilization policy. They formulate the stabilization policies and 
I must approve them as far as wages are concerned. 

Senator Funsricur. I understand you did not agree with them i in, 
the beginning. You have since become a convert, but in the 
beginning you did not agree? 

Mr. Putnam. In the beginning I said that I felt it was high, but 
that was before 1 had completely seen all the facts of the thing. 
I prepared some myself—not facts they have given me, but things 
I have dug up myself since then. 

Senator Futsrigut. You know the Congress and this committee 
went to great trouble to try to keep wages “and prices tied together. 
When one went up, the other should also. That was the philosophy; 
of the original bill. 

There had been criticism, governor, that in the last war they tried 
to hold prices down and ke ‘ep wages up, particularly near the end, of 
the war. You recall that, do you not? Do you not recall the effort 
made to take them toge ‘ther? They had difficulty, I agree, but -I 
think that was the spirit of the law, that we should not attempt, to 
hold prices down and let wages go up because it would not work. 

Would you not consider that the spirit of the law? 

Mr. Arnaut. Assuming wages and prices are in proper relationship 
when you start, what you say is true. But, you see, the fallacy in 
what you say is that it is based on the assumption that they are in q 
proper, stabilized relationship, whereas actually either prices may be 
too low, in which event we raise them under our standards with no 
reference to wages; or, suppose wages are too low, they raise them 
under their standards with no reference to prices. It is not axiomatic 
that every time you have a price increase you have a wage increase, 
nor is it axiomatic that every time you have a wage increase you have 
a price increase. 

Senator Futsricut. There is no rule of thumb, I agree with that. 
There is no automatic way for this to go into effect, but I mean the 
two should be considered. 

Mr. Arnau. There should be some proper relationship, of course. 

Senator Futsrient. To give one group authority to recommend 
wages without regard to prices would violate that clause. 

Mr. Putnam. I do not think so, sir. That is where I come intg 
the middle of it, to coordinate the two because they are separate. The 
recommendations for settling disputes must be within wage stabiliza- 
tion policies and the wage stabilization policies are set up by this 
tripartite board subject to my approval. Prices are governed :by 
Governor Arnall and my job is to coordinate the two and see that they 
are kept reasonably in balance. And I think we have done pretty 
well on that. I think the record will show it. 
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Senator Futsricut. I have one other question. I would like Mr. 
Feinsinger to tell us what was the main consideration for recommend- 
ing the amount of the wage increase? 

What I have in mind is, was it because they were paid too little 
under general conditions, or because of their relation to some other 
group of wage earners? What was the controlling factor in the 
recommendation you did make? 

Mr. FernsincrerR. We made two types of money adjustments. You 
are not interested in the nonmoney adjustments, I take it, but just the 
money adjustments? 

Senator Futsricut. Do you mean fringe benefits? 

Mr. Frrnsincer. The money adjustments are two in kind; adjust- 
ments in rate of pay and adjustments in what we call fringe benefits, 
such as vacation, holidays, and the like. 

Senator Futsricut. Those two, as distinguished from the union 
shop; is that what you mean? 

Mr. FrernsinGer. Seniority, and things of that sort, Senator. 

Now, Congress told us to stabilize all forms of compensation and 
that includes fringes as well as rates of pay. That was quite right, 
because either can add to business costs and add to purchasing power. 

Therefore, we have regulations which have been duly approved 
by the Administrator which apply to increases in rates of pay, and 
so-called fringe adjustments. 

Let me take the fringe adjustments first, because they are easier. 

Incidentally, the companies themselves have made no objection to 
the Board’s recommendations on the fringe adjustments except one 
of them, time and a quarter for Sunday pay as such. 

We have a regulation dealing with fringe adjustments which has 
been duly approved by the Administrator which provides that if an 
employer wants to make adjustments in his vacations, holidays, and 
so forth, or agrees with the Union to do it, that will bring his practice 
up to the prevailing practice in the industry or area, he may do so 
upon petition. Where you are dealing with a national industry like 
steel, everybody on our Board, including our industry members, 
agree that the proper ‘comparison is with other major American 
industries. Had we considered fringes on an area basis, as also pro- 
vided under our regulation, there are very few American communities, 
particularly those in which steel mills are located, which do not 
already have such fringe benefits. 

There is not a single adjustment that we have recommended which 
puts the steelworkers ahead of workers in other industries. In most 
respects, it leaves them still behind. I will illustrate. 

On vacations, they have 1 week after 1 year of service; 2 after 5, 
and 3 after 25. The steel workers asked for many important changes 
in the vacation period. We recommended only one change. 

We reduced the requirement for 3 weeks vacation from 25 years to 
45 years, which is certainly well within the practice in American 
mdustry, gentlemen. 

I can be specific if you like, but I do not think that statement needs 
corroboration. 

Secondly, with respect to holidays, the industry had six holidays 
named in their contract, but they did not pay anything when the 
men did not work on a holiday. When they did work on the holidays, 
they paid time and one-half. 
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The union asked for eight paid holidays, straight time when not 
worked, two and a half times when worked. We rejected the demand 
for an increase in the number of the holidays. We recommended 
straight time for six paid holidays when not worked, and increased the 
time-and-a-half premium for holidays when worked, to double time. 
That is well within the established practice in major American in- 
dustries. 

On shift differentials, in 1944, the War Labor Board of which I was 
subsequently a member, recommended 4 cents for the second shift 
and 6 cents for the third shift. Had they put in a percentage differ- 
ential, there would not have been any problem. 

We put in a cents-per-hour recommendation. We recommended, 
at this time, 6 cents for the second shift, 9 cents for the third shift; a 
eonservative adjustment well within the practice in major American 
industries. 

On the North-South differentials, over the years, United States 
Steel and Republic Steel have narrowed the 17.5 cents differential 
down to 10 cents. We merely recommended a further narrowing to 
5 cents. 

That only affects, I think, those two companies, maybe one or two 
more; and the cost even as to them is about three-tenths of a cent. 
There is no objection to that. 

The only other fringe adjustment we recommended was time and a 
quarter to men who have to work on their Sabbath, and that, not to 
be effective until January 1, 1953, so that the companies have 9 
months to reschedule their operations to reduce their cost. 

The union asked for time and a half for Saturday as such and 
double time for Sunday as such. That is standard practice in many 
American industries. 

In continuous operations, it is not so prevalent. The argument of 
the industry is, if the industry has to work around the clock and 7 
days a week, men should not get extra pay for working on Sunday. 
The answer to that is, if that is the necessity of the industry, the 
public should pay that cost. If we ask an industry to operate around 
the clock, if it has to work around the clock, the company should be 
able to pass off that cost into its profits, but the man should not 
pay that. 

No man should be compelled to work on his Sabbath at the s.me 
rate of pay he works during the first five days of the week. 

We recommended what? Time and a quarter. Aluminum pays 
time and a half. Glass, some of the major food-processing indus- 
tries, have a premium. 

That is the whole kettle of fish on our recommendations on the 
fringes. We did not make them retroactive. The total cost for the 
year 1952, on an annual basis, would have been 5.1 cents; the cost 
distributed over a 9 months’ period is 4.25 cents. The cost of Sunday 
pay effective January 1, 1953, is, by the company’s figures, 3.6 cents 
excluding, on the one hand, added payroll costs and added pension 
reserve costs, and excluding, on the other hand, possible reductions in 
the cost by rescheduling of operations. 

There is the picture on the fringes. We were definitely within 
our established regulations—had the company and the union come 
in jointly on an agreement, we could and would and should have 
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approved considerably more on each and every one of those ad- 
‘justments. 
' Now, as to rates of pay. 

Senator Futsricut. What about the union shop, before you get 
to that? 

Mr. Ferrnsincer. I would like to complete the picture on the 
economic issues because: that is what you asked for. I will be glad 
to digress, if you prefer. 

Senator Futsrieut. Proceed. 

Mr. Frrnstncer. On rates of pay, we recommend 12.5 cents ef- 
fective January 1, 1952; an additional 2.5 cents effective July 1, 1952. 
Had we stopped there, we would have been consistent in terms of 
the length of the contract, with the practice in the steel industry 
which has been 1-year wage contracts, you see. 

We recommended an 18 months’ contract because we thought it was 
good for the industry, good for the union, and good for the American 
‘public. Both sides indicated that they would like a longer term con- 
tract, with no wage reopener, although most industries today provide 
for quarterly cost-of-living adjustments and others would open at the 
end of each 6 months. 

We recommended an 18 months’ contract, no strike permissible 
during the entire period, and for the extra 6 months, we paid 2% cents, 
effective January 1, 1953, plus the Sunday pay that I mentioned 
previously. 

Now what does that add up to and under what regulations did we 

recommend it? What were the equities in the case? 
' First, our cost-of-living regulations; second, comparison with other 
American industries. What they have gotten since any base date you 
want to mention, and particularly since December 1, 1950, which is 
the last time the steel-workers got a wage increase, or January 15, 
1950, or January 15, 1951. 

Now, the president of the United States Steel Corp., although argu- 
ing against a wage increase and any price increase, stated on De- 
cember 21, 195 , before the case was certified to the Board: 

Undoubtedly, the union is entitled under existing the Wage Stabilization Board 
formula to ask for some increase in wages to cover increases in the cost of living 
since the present wage scale became effective. 

Now, if he meant what he said, you take the wage rate they ne- 
gotiated on December 1, 1950, and you take the Yast Consumer’s 
Price Index which was available on that date, and that was October 
15, 1950, do you know how much they would have been entitled to 
by the time that the Board issued its recommendation? 

-They would have been entitled to an immediate wage increase of 
16 cents per hour. 

The increase which we actually recommended for 1952 averaged 
over the whole year, and including consideration of all of the equities 
of the steelworkers and all of the arguments of the companies, was 
just 2% cents less than they would have received had they had an 
eacelator clause when they negotiated their last contract. 

In addition to that, you cannot name a single major American 
industry, or specifically, the electrical industry, the automobile indus- 
try, the meat-packing industry, the rubber industry, the nonferrous 
metals industry—name all you like, there is not a single industry 
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which has not in the same period voluntarily granted a higher increase 
to their men than we recommended for the steelworkers. 

We have the records, if you want to go into them, and I can support 
my thesis. 

The industry has admitted increased productivity in the past 2 years. 
We took that into account, but we did not allocate any specific amount 
toit. Why not? We did not want to establish a productivity policy 
in this case. 

The very least we could have recommended on cost of living is 
9 cents, forgetting about the increase in the Consumer’s Price Index 
from October 15, 1950, to January 1951. Making the steelworkers 
take that loss, the very least we should have recommended is 9 cents; 
4 cents for productivity, if we had wanted to recognize it as such, 
and something to maintain the prior differentials between job classes 
although there is an argument on that. 

In the past, you see, the companies and the union have used part 
of their money to spread across the board, Senator, and part of it to 
maintain the spread between classes. 

We could have gone the other route and said 9 cents cost of living, 
4 cents productivity, three-quarters of a cent less than the average 
we recommended. ; 

If you take the auto workers’ contract and apply that to the steel- 
workers, gentlemen, I would like to tell you how much the steel- 
workers would have been entitled to, had the -y and the companies 
come in and asked for approval. About 34 cents an hour. That is 
including the May 1952 productivity increase, to say nothing of the 
May 1953 productivity increase. 

Do not forget we have buttoned up this steel contract, if our recom- 
mendations are accepted, until July 1, 1953. And no matter who 
else gets what, whether cost-of- living increases, productivity in- 
creases, interplant inequities, fringe adjustments or what not, the 
steelworkers will not be entitled to come in and ask for adjustment, 
and I think that is a magnificent job in terms of industrial peace and 
stability. 

Senator Moony. Mr. Feinsinger, do you mean the General Motors 
contract? 

Mr. Fernsincer. I mean the General Motors contract. If the 
steelworkers had that contract. 

The CHAirRMAN. Senator Bricker. 

Senator Bricker. You mentioned that you followed the direction 
of Congress in this law. Will you cite to us the Prov ision in the law 
which authorized you to go into the fringe benefits? 

Mr. Fernstncer. In vacations? 

Senator Bricker. Yes. 

Mr. Fernsincer. Yes, Senator. Titles [IV and VII of the Defense 
Production Act. 

Here, I would like to compliment Congress in the hope that 
eventually, when the dust has settled, the compliment will be returned. 
Congress did a good job in laying down the framework of wage and 
price stabilization. 

Title IV grants authority to stabilize wages, salaries and other 
compensation and section 702, definitions, subsection (@), reads as 
follows: 
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The words, ‘‘Wages, salaries, and other compensation’’— 
and that is what you told us to stabilize— 


shall include all forms of remuneration to employees by their employers for 
personal services, including, but not limited to, vacation and holiday payments, 
night shift and other bonuses, incentive payments, year-end bonuses, employer 
contributions to or payments of insurance or welfare benefits, employer contri- 
butions to a pension fund or annuity, payments in kind, and premium overtime 
payments. 

I assume that that meant that we were to adopt regulations to cover 
those subjects and we have done so, and you told us what kind of 
regulations to adopt. 

The CHarrMan. It is on page 30, section 702 (e), on page 30. 

Senator Benton. It would be very helpful if this table could be 
moved back a foot, because we cannot see. 

The CuHarrMan. I would suggest Mr. Feinsinger might talk into 
that microphone. 

Senator Bricker. That is title VII. 

Mr. FernsinGer. It is title VII. That is what the Congress told 
us to stabilize, so we obviously must have regulations dealing with all 
of those matters. 

Senator Bricker. Now, I have one other question at this point, 
and I do not want to delay matters too long. Where is the provision 
in this law that authorized you to go into the question of the union 
shop? 

Mr. Fernsincer. The union shop? 

Senator Bricker. Yes. 

Mr. Feinstncer. So that there will be no misunderstanding, nobody 
contends that this Board, in the exercise of its disputes function, is a 
statutory board. That has been made perfectly plain on the record, 
time and time again in hearings before this committee, and in the 
hearings before the House Labor Committee, and it was thoroughly 
thrashed out in the hearings on the so-called Lucas amendment, both 
here and in the House. But, I would like to call your attention to 
title V, page 25, of the document. If you have the same document as 
I, entitled “Settlement of Labor Disputes”’ section 501. 

This shows the philosophy of Congress. 

This is on page 23 of the print that you have. 

Section 501: 

It is the intent of Congress, in order to provide for effective price and wage 
stabilization pursuant to title IV of this act and to maintain uninterrupted pro- 


duction, that there be effective procedures for the settlement of labor disputes 
affecting national defense. 


Section 502: 


The national policy shall-be to place primary reliance upon the parties to any 
labor dispute to make every effort through negotiation and collective bargaining 
and the full use of mediation and conciliation facilities to effect a settlement in 
the national interest. 


Let me say parenthetically, that the President, in issuing Executive 
Order 10233, amending Executive Order 10161, which is the source of 
our authority—all we do is advise the President and the parties—we 
‘ollowed every one of these safeguards. 

He said: 

I will not refer a case to you until after the Conciliation Service has certified 


that collective bargaining has been exhausted and that conciliation and mediation 
have failed. 
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So, the safeguards which I have just quoted, are in the Executive 
order. 

The statute goes on to say, gentlemen: 

To this end, the President is authorized (1) to initiate voluntary conferences 
between management, labor, and such persons as the President may designate to 
represent Government and the public, and (2) subject to the provisions of section 
503, to take such action as may be agreed upon in any such conference and appro- 
priate to carry out the provisions of this title. 

The President may designate such persons or agencies as he may 
deem appropriate to carry out the provisions of this title. 

Senator Bricker. You do not feel that section 503 in any way 
limits your jurisdiction in that matter? 

Mr. Fernsincer. On the contrary, it confirms the jurisdiction that 
the President conferred upon us. With the exception of holding a 
labor-management public conference, which has not been held, and 
with the exception of getting an over-all no-strike, no-lock-out pledge, 
which would presumably have resulted from such a conference, and 
with the exception of setting up a Board which has jurisdiction over 
disputes and could make decisions or issue directive orders, as was the 
case in World War II, the President has said, first — 

I will refer to this Board only a limited group of cases; those affecting the defense 
effort; and secondly, I will simply ask that Board to advise the parties and me, as 
to the basis for a fair and equitable settlement of the dispute. 

So, I say not only was he consistent with the philosophy expressed 
in this title, not only did he follow every safeguard, but the authority 
that he conferred upon this Board was extremely limited, much more 
limited than the authority which you conferred upon him. 

Senator Bricker. Do you concur in all that, Mr. Putnam? 

Mr. Putnam. Yes; I concur in that. 

I might say, that Senator Capehart asked me earlier if I changed 
my mind. One of the reasons I changed my mind about the size of 
this recommendation was that I checked with my own company and 
I found we had given, already, since January 1950, raises which total 
within 1 cent of the amount the steelworkers will have received if the 
proposals are adopted. A slight increase in the cost-of-living index 
would wipe out that difference entirely. When I found that out, I, 
therefore, could not say it was not a perfectly normal and respectable 
amount for steel. I have some more evidence of that. 

If you want to look at that chart there for a moment, you can see a 
number of other companies or industries which have taken the wage 
lead, such as General Motors, International Harvester, Swift, Good- 
year, coal, west coast shipbuilding, and so on, and we have plotted 
them. The black lines are the straight money increases given since 
January 1950, and the extensions of those lines are the fringes. The 
black columns are the recommendations in this steel- industry dispute, 
showing the comparative amounts as the: various steps would go into 
effect. 
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(The chart referred will be found facing this page.) 

Mr. Purnam. I think you can see that all the way, steel has been 
following behind other people and not leading. 

Senator Bricker. You made your change of mind then, on the basis 
of your own company? 

Mr. Purnam. And then going on to check further with other 
companies. I had this chart prepared. 

Senator Bricker. Did you discuss with Mr. Feinsinger the union 
shop provision before the recommendation was made? 

Mr. Putnam. We discussed it; but it is not an economic issue, and 
that I felt, was none of my business. 

Senator Bricker. Therefore, it is just a recommendation to the 
President, not coming through you? 

Mr. Purnam. I did not understand that. 

Senator Bricker. It sis a recommendation to the President instead 
of coming through you? 

Mr. Purnam. None of their recommendations come through me. 
We are friends, we work together, we discuss things. 

We discuss almost anything i in a case like this, but the reeommenda- 
tion goes directly to the President. The union shop issue is not an 
economic issue, and | could have no interest in it except as an 
individual, anyway. 

Senator Bricker. I have one other thing, Mr. Chairman. I would 
like to have the names of all those who are here present, whom they 
represent. 

The CuatrMANn. Without objection, a list of those present here will 
be inserted in the record. 

(The list referred to follows:) 

With Mr. Putnam were: James Mel. Henderson, General Counsel; Ben Caplan, 
economic adviser; and J. Fred McClerkin, counsel. 

With Mr. Arnall were: Edward Phelps, Director of Price Operations; Joseph 
Freehill, Deputy Director; Gardner Ackley, economic adviser; Saul Nelson, 
deputy economic adviser; Franz Wolf, Director, Research and Statistics; Herbert 
T. Maletz, chief counsel; William C. Burt, deputy chief counsel; and William 
MacLanahan, Deputy Director, Public Information. 

With Mr. Feinsinger were: Frederick H. Bullen, Vice Chairman; Isaac N. 
Groner, chief counsel; L. Reed Tripp, Director, Office of Economic Analysis; 
and George J. Kuehnl, assistant to the Chairman. 

From the Office of Defense Mobilization were: Rodolfo A. Correa, General 
Counsel; Matthew Hale, Deputy General Counsel; and Vaughn C. Ball, Assistant 
General Counsel. . 

The CHarrMan. Will vou also supply for the record the Executive 
order you referred to? 

(The Executive order referred to follows: ) 

APRIL 21, 1951. 
EXECUTIVE OrpDER 10233—AMENDING ExeEcuTIVE OrpER No. 10161 Witn 
ResPect TO WAGE STABILIZATION AND SETTLEMENT OF LABOR DISPUTES 


Whereas the maintenance of wage stabilization under the Defense Production 
Act of 1950 is essential at this time in the interest of the national defense; and 
Whereas the maintenance of effective wage stabilization imposes limitations 
on the processes of free collective bargaining, making necessary the development 
of machinery to facilitate the settlement of labor disputes in conjunction with 
the administration of wage stabilization; and 
Whereas on April 17, 1951, the National Advisory Board on Mobilization 
Policy made the following recommendation to the President: 
The Wage Stabilization Board shall be reconstituted as an 18 man 


tripartite Board with six representing the public, six representing manage- 


ment, and six representing labor. 
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‘2. The reconstituted Wage Stabilization Board shall be empowered to 
assume jurisdiction of any labor dispute which is not resolved by collective 
bargaining or by the prior full use of conciliation and mediation facilities and 
which threatens an interruption of work affecting the national defense where: 

“(i) The parties to any such dispute jointly agree to submit such 
dispute to the Board, or 

‘““(ii) The President is of the opinion that the dispute is of a character 
which substantially threatens the progress of national defense and 
certifies such dispute to the Board. 

‘3. In any such case certified to the Board by the President or in any 
such case where the parties jointly agree to submit the case to the Board for 
their recommendations, the Board shall investigate and inquire into the 
issues in dispute and promptly report to the President thereon with their 
recommendations to the parties as to fair and equitable terms of settlement. 

“4. In any such case where the parties jointly agree to be bound by the 
decision of the Board, the Board shall render a decision on the issues in 
dispute which decision shall be binding on the parties.’’ 

And whereas I deem it necessary and desirable that such recommendation be 
carried out, 

Now, therefore, by virtue of the authority vested in me by the Constitution 
and statutes, including the Defense Production Act of 1950, and as President of 
the United States and Commander in Chief of the Armed Forces, it is hereby 
ordered as follows: 

Section 1. Part IV of Executive Order 10161 of September 9, 1950, is hereby 
amended by revoking sections 403 and 404 thereof and by inserting after section 
402 thereof the following new sections: 

“Src. 403. (a) There shall be in the Agency a Wage Stabilization Board (here- 
after in this Part referred to as the Board) composed of eighteen members who 
shall be appointed by the President. Six of the members so appointed shall be 
representative of the public, six shall be representative of labor, and six shall be 
representative of business and industry. There shall be a chairman and a vice 
chairman of the Board, each of whom shall be designated by the President from 
among the members representative of the public. 

“(b) In addition to the functions assigned to it by the provisions of the follow- 
ing sections of this Part IV, the Board shall perform such other functions with 
respect to wage stabilization as may be determined by the Administrator after 
consultation with the Board. 

“Src. 404. To the maximum extent consistent with the maintenance of effective 
economic stabilization, the provisions of this Part shall be administered in such 
a way as to preserve collective bargaining between labor and management. 

“Src. 405. The Board may assume jurisdiction of any labor dispute which is 
not resolved by collective bargaining or by the prior full use of conciliation and 
mediation facilities and which threatens an interruption of work affecting the 
national defense where: 

‘‘(a) The parties to any such dispute jointly agree to submit such dispute 
to the Board for recommendation or decision, if the Board agrees to accept 
such dispute, or 

“(b) The President is of the opinion that the dispute is of a character 
which substantially threatens the progress of national defense and refers such 
dispute to the Board. 

“Sec. 406. In any case referred to the Board by the President under section 
405 the Board shall investigate and inquire into the issues in dispute and promptly 
report to the President thereon with its recommendations to the parties as to fair 
and equitable terms of settlement. 

“Sec. 407. In any case where the parties jointly agree to submit the case to 
the Board for its recommendations under section 405, the Board shall investigate 
and inquire into the issues in dispute and shall advise the parties of its recom- 
mendations for fair and equitable terms of settlement. 

“Sec. 408. In anv case submitted or referred to the Board under section 405 
where the parties jointly agree to be bound by the decision of the Board, the Board 
shall render a decision on the issues in dispute, which decision shall be binding on 
the parties. 

“Sec. 409. Any wage action taken by the Board with respect to any case 
submitted or referred to it under section 405 shall be consistent with stabilization 
policies. 

‘Sec. 410. Such panels and subsidiary agencies of the Board as may be deemed 
necessary may be constituted under this Part, and in order to carry out its func- 
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tions under this Executive Order, the Board may promulgate rules, regulations, 
orders, and directives.” 


Section 2. All orders, regulations, rules, certificates, directives, and other actions 
relating to any function affected by the amendment made by the provisions of 
section 1 of this Executive Order (including the appointments of members of the 
Board in office on the date thereof) shall remain in effect except as they are incon- 


sistent herewith or are hereafter amended, revoked, or terminated under proper 
authority. 


Section 3. Nothing in this Executive Order shall be deemed to supersede any 
provision of Executive Order No. 10193 of December 16, 1950. 

Secrion 4. No action inconsistent with the provisions of the Fair Labor 
Standards Act of 1938, as amended, other Federal labor standards statutes, the 
Labor-Management Relations Act, 1947, or with other applicable laws shall be 
taken under this Executive Order. 


Harry 8. TRUMAN. 
Tus Wuire Hovss, April 21, 1951. 
Senator Ropertson. In 1901 Virginia adopted a new constitution 
and it included a suffrage clause sponsored by my predecessor Carter 
Glass. That suffrage clause provided that Confederate veterans 
would not have to register; but everybody else would have to register 
and pay a poll tax. We had a colored man who worked for my uncle 
Dr. Hillory Willis of Luray, who said, “Dr. Willis, you know I am 
something of a leader among the colored people in Luray and it is 
important for me to register and vote, but Doctor, I won’t know how 
to register unless you tell me how.” 

He said, “John, that is a mighty difficult thing to do.” 

John said, ‘I know it, Doctor, but if you will just explain some of 
the questions that are going to be asked me, [ think I could register.” 

He said, “Well, John, I will ask you the first and easiest question: 
How do you circumvent the constitution?” 

John said, “Doctor, is that the easiest question?” 

The doctor said, “Oh, yes.”’ 

“Well, I want to tell you, Doctor, it is going to throw a lot of poor 
white folks, as well as all of us Negroes.” 

Now, Mr. Feinsinger has told us how he circumvented titles V and 
VII to include the union shop under the heading of stabilizing wages. 

I want to ask you, Mr. Putnam: You say when you saw all the 
facts you changed your mind about the size of the wage increase. Did 
you tell the President how to circumvent the Constitution on seizing 
the steel business? 

Mr. Putnam. I did not. I was in some of the conferences where 
the matter was discussed. Senator, lamnotalawyer. I would not 
try to define that. I think that is the court’s job and not mine. 

Mr. Fernstnecsr. Senator, you made a remark to the effect that 
I had told you how I had circumvented the Constitution. I am a 
lawyer and I think I should be permitted as a citizen to comment on 
that point. 

Senator Ropertson. | think that is a fair request. 

Senator Dove.as. Before he does, I would like to point out to my 
good friend from Virginia that if he will look on page 23 and read the 
heading of title V, that it does not say the settlement of wage disputes. 
It says the settlement of labor disputes and that in section 501: 

It is the intent of Congress, in order to provide for effective price and wage 
stabilization pursuant to title [V of this act and to maintain uninterrupted pro- 


duction, that there be effective procedures for the settlement of labor disputes 
affecting national defense. 
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So the purpose was not merely price and wage stabilization, but 
also to maintain uninterrupted production. When you get into the 
human difficulties, the issues are not merely wage difficulties but 
there are also other difficulties and in order to maintain uninterrupted 
production, those subjects have to be considered as well. 

The CHarrRMAN. Now let me ask you this, Mr. Feinsinger. Do you 
want to answer Senator Robertson’s question later? 

Mr. Frernsincer. Yes. 

Senator Rospertson. I want to say this very definitely, Mr. Chair- 
man: After we had labored over this bill and were of the opinion that 
we were bringing out a bill that tied wages to prices, a debate arose 
on the floor as to whether we had done it or not. I believe it was 
Senator Bricker who offered an amendment to make that clear. 
That amendment was defeated but it was the consensus of the Con- 
gress at the time that our objective in controlling the economy of 
the country was to tie wages to prices. 

Now we find an issue where they say the Wage Stabilization Board, 
after the President did not like the way the first one functioned and 
fired that one, and then appointed another one, appointed repre- 
sentatives of the consumer and the public, all six of whom voted with 
labor in the settlement, and brought out a wage increase that will be 
highly inflationary if granted and will make it very difficult if not 
impossible to control prices in the future if the pattern is followed. 
They added to it a union shop provision which Mr. Feinsinger has 
said was justified under authority of title V. That is the reason I 
made the comment to General Putnam that Mr. Feinsinger had 
explained how he had circumvented title VI and title VII in calling 
for a union shop, and therefore I asked about this bigger issue of 
seizing the steel mills. 

Mr. Frernstncer. Thank you, sir. I have respected your opinion 
and I hope you will respect mine. 

The CuarrMan. Do you want to answer it now? 

Mr. Frrnsincer. Right now. 

Every member of my Board when he took his oath of office under- 
took to pass upon any issue in dispute in a case which the President 
certified to us upon the ground that it would affect the defense effort 
if it were not settled. 

Everybody knew the history of that Executive order. Nobody 
claimed, and I did not intend to claim, Senator, and I misspoke if I 
did, that we were in title V. I did not want to say that. 

Senator Ropertson. I understood you said you were not a statutory 
board. 

Mr. Feinsincer. That is correct. 

Senator Roxpertson. But I understand you cited title V_ for 
authority for what you did under the direction of the President. 

Mr. Frernstncer. No. Let me clear that up if I may. 

The CuarrMan. Let Mr. Feinsinger finish because there are other 
Senators who have patiently waited to ask questions. 

Mr. Frernsincer. Let me clarify that if I may, sir. The President 
did not think the time was right to invoke a labor-management public 
conference which would result in an all-out, no strike-no lock-out 

ledge, and the submission of all disputes to a board like the War 
abor Board, you see. 
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Now we had the same problem in World War II. In that labor- 
management conference, industry wanted to maintain the status quo. 
If you had a closed shop you kept it and if you had an open shop you 
kept it. Labor wanted a closed shop. 

When the Board was set up it was told to see what it could do. It 
had limitation on its jurisdiction. They worked out this ‘“mainte- 
nance of membership’’ thing which industry bitterly resented at the 
time and which they have since voluntarily renewed in their contracts 
and when you asked them “How does it work?’’, they say it works 
fine 

Now here we are in exactly the same position. The labor boys 
want the full union shop in every case, industry taking this position, 
‘Leave it to collective bargaining.”’ 

What we did was this: We tried to get our industry friends on our 
Board to go along with us to send the thing back to collective bargain- 
ing. They were willing to do it provided that if they could not settle 
it, we would wash our hands of it. We felt we could not do that, under 
our oath of office, under Executive Order 10233. We felt we should 
send it back but if they could not settle it, bring it back to the Board 
and we would see what we could work out, just as the Board in World 
War Il worked out this maintenance of membership. 

We could not get labor or industry to support us on the thing. So 
we had to answer this question to ourselves: Are we going to say now 
that we will never recommend the kind of a union shop that Congress 
itself has endorsed; that Senator Taft. has described as a just and 
reasonable sort of thing. The kind of a union shop that 60 percent 
of the contracts negotiated in 1951 include. General Motors has 
negotiated one. Allis-Chalmers has negotiated one. Half of our 
industry members have negotiated it in their own shops. What 
would you have done in our position? I have simply tried to point 
out to you (a) we did not circumvent the Constitution, (6) we did not 
circumvent the statute, (¢) we did our job under the Executive order 
which we were appointed as we saw it. 

Now you may disagree with me. Lots of people do. 

Senator Rosperrson. My disagreement is just as honest as your 
agreement, but I will ask vou this. You have brought it up to this 
point. What is the answer now? 

Mr. Frernsincer. The answer now I think is in your laps, gentle- 
men, and in the lap of the President. He is operating within the 
sphere of authority delegated by you. 

I want to point out what is going to happen, what problems you 
face if you just wipe out this Board or wipe out its dispute jurisdiction. 

The CHAIRMAN. Senator Schoeppel. 

Senator ScHorppet. I will only ask three questions: If dispute 
hearings by the WSB are the means by which wage regulations are 
exceeded—and I firmly feel that they will be—and a national 
emergency strike threat is a requisite to the Presidential referral to 
WSB, are you not encouraging a multitude of national emergency 
strike threats? I would like to hear your opinion on that. 

Mr. FrernsinGer. I will be glad to answer that question if I can, sir. 

Sometimes it is one side that wants its case to go to the umpire. 
Sometimes it is the other side. 
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The real question is, What are you going to do when you have a 
strike affecting the defense effort and bargaining has failed and con- 
ciliation has faile - and you cannot get an injunction? 

In most of our cases vou could not get a Taft-Hartley injunction 
because they abe involve a single plant. Whereas to get a Taft- 
Hartley injunction the dispute must involve an entire industry or a 
substantial part thereof. 

I can give you a list of my cases to illustrate my point. 

(The lists referred to will he found in the appendix, p. 2344. 

Mr. Frernsincer. What are you going to do in those cases? Are 
vou going to let them strike? You have no other machinery, sir, 
that Congress or anybody else has provided to take care of those 
disputes. In peacetime we let them run their course. 

If you want to let them run their course now, fine. That is up to 
vou. I think it would be a mistake. But if you do not, vou have to 
provide machinery to handle them. You do not have any now. 
The National Labor Relations Board cannot handle them under 
Taft-Hartley because all they can handle are disputes over unfair 
labor practices and representation cases. They do not deal with 
disputes on what goes into the contract. ‘That is the kind of dispute 
we have. In most of the cases you cannot get a Taft-Hartley injunc- 
tion. What are you going to do with them? 

You have told the President what you thought he ought to do in 
title V. You said: 

Mr. President, you go ahead and call a labor-management public conference 
and when that is over, vou set up an agency, any agency vou choose, to settle labor 
disputes. 

You did not say, “But not including union-shop disputes.”’ 

You were on the right track, I believe. And if you want that, I 
am sure you can persuade the President to do it, but that would give 
either this Board or some other board much wider jurisdiction than 
our little Board has. We have a puny jurisdiction. We cannot act 
until Conciliation has certified that they have failed and until the 
Defense Department certifies that the country cannot afford that 
strike. All we can do is to make recommendations. 

If you want the broader thing, if you want the President to go 
ahead under title V, under the existing statute, T am sure you will 
not have any difficulty persuading him to move. 

Senator Scuorrre.. I would like to ask this question: As long as 
the unions expect favorable consideration by your Board; I personally 
feel that is the case—you may disagree with me—the feeling of every- 
thing to gain and nothing to lose from WSB, I would like to ask you 
now how can you expect “good faith collective bargaining or anything 
else but national emergency strike threats? 

Mr. Frrnstncer. All right, sir. In the first place we have had 
only 12 cases referred by the President. The latest illustration of the 
case where the parties settled in collective bargaining is the telephone 
settlement, and by the way, the Bell Telephone Co. settled with its 
workers for much more than we recommended for the steel workers. 

Now in the second place let me set the record straight: If you 
check to see in which cases the union wanted their case to come to the 
Board, you will be surprised. 
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In the Douglas Aircraft case it was the company. The union 
resisted very vigorously. 

In the Borg-Warner case—Senator Moody, I think you may know 
the history of that—the union fought against having the case referred 
to the Board. They had an all-night session before they agreed to 
go along with the Board’s handling of the case. In the executive 
committee the vote was only four to three, and so on down the line. 

We have 15 cases or better in which the companies and the union 
have joined voluntarily in submitting the case to us for our recom- 
mendations or decisions. If they thought we were partial or biased, 
I doubt very much whether they would have done it. So there are 
two things I would like to point out. First, that the record shows 
that in many of the cases, the union has resisted. They wanted to 
strike. They did not want a Government agency to ask them to 
stay at work. Secondly, we have had more cases voluntarily sub- 
mitted to us by the parties because they had confidence in the tri- 
partite system—even the nasty public members of the Board—than 
the President has referred to us. 

The CHAIRMAN. Senator Sparkman—— 

Senator SparKMAN. Mr. Chairman, I am not going to ask any 
questions. It seems to me that regardless of the legality of this thing 
—I realize that you have a very hard job; all of you have. But it 
seems to me that the one who is forgotten in this thing is the great 
public that is being caught in the squeeze. 

It seems to me that something went wrong in the manner in which 
this matter was handled. 

Mr. Putnam says there was coordination. Apparently there was 
not sufficient coordination. It may be a weakness in the law or in 
the set-up, I do not know what, but something, it seems to me, ought 
to be done so that the person who has to buy the articles that are 
manufactured is not going to be caught in the lurch. 

It seems to me we have almost reached an impasse in that the 
recommendation has been made for the wage boost. Steel says they 
cannot give the wage boost without boosting the prices. We know if 
the prices are boosted appreciably, the line is broken and we are off 
on another spiral. 

It seems to me that there could have been closer coordination that 
would have withheld those recommendations until some kind of a 
formula could have been worked out. 

[ will even go further than that. It seems to me that even before 
the case was handled there should have been a very definite formula 
established, as was done during World War II. In World War II 
you had a formula to work under. 

Mr. Fernstncer. We have a formula now. The cost of living. 

SENATOR SPARKMAN. Wait a minuite. Wait a minute. Where? 
On wages? But how about over here in price stabilization? 

Mr. ArNALL. I have a wonderful formula and I want to tell you 
about it. 

Senator SpaARKMAN. That is what I am talking about, you have 
two formulas and they are not coordinated. 

In World War II we had a formula that went across the board. 
Now, why hasn’t somebody worked out a similar formula this time 
so that the two would work together. 
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Mr. ARNALL. Senator, when we get into that, I want to demonstrate 
to you that we have exactly what you are talking about. 

Senator SPaRKMAN. Who has? 

Mr. Arnau. This whole set-up. All of us. 

Senator SpaRKMAN. Why didn’t it work in this case? 

Mr. ARNALL. It will work, if you will let us show you the facts. 
When you see it, it will work. 

Mr. PuTNaM. May I just walk over here to thec hart (p. 1972) for 
one second? 

These white extensions are the fringe benefits and the black the cash 
payments. They are wage increases given since January 1, 1950. 
You can see from January to June the period before Korea there was 
very little change. Then you had this upsurge. 

[ want to show in the first place how steel—that is steel, the black 
line here—this is the recommendation for steel—how all these others 
are very much higher and here, for instance, is International Harvester, 
which I am bringing out as a particular example. There is where 
International Harvester will be in May. 

All those companies have received only the price increases that come 
according to our rules. 

Senator Ropertson. Maybe that is true, but is it not a fact that 
if you put into effect this new Wage Stabilization Board recommenda- 
tion for steel they will then be the highest paid industrial workers in 
the Nation? 

Mr. Putnam. No, sir; not nearly. Look at the others that are 
much higher. It has not been nearly so. All of those have had no 
more increase than in our regular formulas. Take the top one of all, 
International Harvester. 

Senator SpARKMAN. Mr. Putnam, I go along with you on that, and 
I think, perhaps, from the figures that I have seen that a case has 
been made out, but that relates only to the increase of wages. We 
saw in 1946 and we saw in 1948 and we saw in 1950, when wages were 
increased in coal and steel, prices went up and wages and everything 
else went up, and it seems to me that inevitably we are going to see 
the same thing again unless we balance off. 

You have shown us the wage increase. Now, | wish Governor 
Arnall would show us how the price increase is balanced against that. 
It seems to me it is inevitable. 

Mr. Putnam. Before I turn it over to him, may I say just one 
thing? 

Senator SpaARKMAN. All right 

Mr. Putnam. It is ri said earlier, | make the broad 
policies. He carries them out in the details, and Dr. Feinsinger and 
I work out the broad policies on wages. 

Now, Governor Arnall carries out the price policies and he can go 
on from there and explain the price situation. We have fair stand- 
ards on both sides. They are not the same standards because they 
deal with entirely different things. 

The CHarrMaAn. Mr. Arnall. 

Mr. ARNALL. Mr. Chairman and members of the committee, I want 
to talk just for a minute, if you will permit me to, so I can point out 
what we have been reaching for here. 








1980 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


I would like for you at the outset to forget about this wage business. 
Let’s just forget completely about it and let me talk to you about 
some of my proble ms. Let’s forget about Mr. Putnam, the stabilizer. 

Now, we, over in our shop, operate under your law and we are 
going to continue to do it. Whenever you tell me what to do I am 
going to do it gladly. 

Now, under the Defense Production Act, we have these positive 
provisions of the law with reference to price increases: 

First, we have the Capehart amendment, so-called, and that has 
absolutely nothing in the world to do with this wage dispute. The 
steel companies are entitled to whatever they are entitled to under 
Capehart as a matter of law, with no reference to the wage dispute. 

Senator Robertson. They have not asked for any increase. How 
are you going to give it after July 26? 

Mr. ArNALL. We cannot give it until they ask for it. 

Senator Ropertson. How can they ask for it after July 26? 

Mr. ArNALL. That is when they would be eligible to ask for 
Senator. They would not be eligible until July 26 because it takes 
care of the increased costs from Korea until July 26, 1951. 

Now, let me point this out to you: There are between 300,000 and 
400,000 manufacturing companies in America, and only a very small 
percentage of them have asked for Capehart increases. But let us 
forget Capehart for a minute. 

The second provision of the law that you gave me is that our ceiling 
prices shall be ‘‘generally fair and equitable.”’ 

Now, acting under the clear-cut mandate of the Congress, we have 
provided standards. The standard under which we operate which is 
relevant to this case is called thé Industry Earnings Standard. It was 
promulgated last April a year ago, by Mr. Eric Johnston, who was 
then Economic Stabilizer. Mr. Putnam has confirmed and approved 
that standard. 

Mr. Purnam. After much searching for a better one. 

Mr. Arnau. My predecessor, Mike DiSalle, thought well of 
that standard and I feel so good about it that 1 bow down to it every 
morning when I come in because it is the only protection the public 
has. 

The standard is modeled very much after the standard in the excess 
profits tax law. We take the 4 vears, 1946, 1947, 1948, and 1949. 
We tell any industry, “‘ You can take the best 3 of those 4 vears and 
if, after your cost increase, your wage increase, or any other business 
cost you have, you fall below 85 percent of your average earnings for 
the best 3 of the 4 years in that base period, then we will give you 
a price increase to restore that level of earnings.”’ 

Senator Ropertrson. “If you are losing money’’? 

Mr. Arnatu. No, no, no, no. Let me again say this. 

We guarantee under our Earnings Standard that they will make 
at least 85 percent of what they made in the three best pre-Korean 
normal years. 

Now, that is a standard that applies to all American business. It 
is modeled, again I tell you gentlemen, very closely upon your excess 
profits tax formula. 

Now then, whenever an industry comes over to our shop, whether 
they have had a material cost increase, supply cost increase, labor 
cost increase—whatever it is—we apply that yardstick to that 
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industry and if they are entitled to price increases, we give it to them. 
If on the other hand they are not entitled to it, we deny them. 

Now, in this business of price stabilization, if you are going to do a 
good job I have found that most of the time the answer is “‘ No’’; it 
has to be. But if, on the other hand, “Yes” is the answer, Senator 
Robertson, we give it to industry. We do not want to penalize 
industry. At the same time I know it is your belief as distinguished 
representatives of your people that you want us to use the same spoon 
to feed every American industry. You do not want special treatment; 
you do not want preferential treatment; you want the rules to apply 
to everyone alike. 

Now, that brings you to steel. I want you to understand that 
formula. It is a wise formula. If it is unwise, we ought to change 
it, but thus far it has worked very successfully. 

Senator CapEHART. Would you yield just one moment? 

Senator Ropertson. Yes, sir. 

Senator CapsHartr. Have you increased any prices under that 
formula—or decreased any? 

Mr. ArNALL. Yes, yes, yes, there have been some, but they have 
been very rare instances. 

Senator Capenart. What industries? 

Mr. Arnau. I will be glad to submit you a list. I remember 
storage batteries as one, also die castings, glass containers, and china 
of certain types. In any event, that is the standard. 

The CHairMaAn. Will you submit the entire list? 

Mr. ArRNALL. We will be glad to do that. 

(The list referred to follows:) 


Sratus or Cases UnpgrR INpuUSTRY-EARNINGS STANDARD 


I, Price increases granted under industry-earnings standard: 

Beer wholesalers 
Waxed paper 
Foodboard caps, closures, cups and containers 
Lead storage batteries 
Bakery products 
Diamond grinding wheels, powder, and compound 
Glass containers 
Zine die-castings 

II. Increases denied after industry earnings standard survey 
Cigarettes 

111. Surveys in process or approved by clearance committee 
Semivitreous dinnerware 
Vitreous chinaware 
Frit industry (porcelain enamel-like surfacing) 
Lawn mowers 
Grocery stores, groups 3 and 4 (large) 
Cigars 
Cotton-ginning machinery 
Potash 
Motorized fire apparatus 
Lake coal-dock dealers 
Zine die-castings (second increase) 
Brass-mill products 
Hardwood charcoal 
Retail solid-fuel dealers 
Anthracite coal producers 
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IV. Proposed by industry—pending: 

Coal briquettes 
Baltimore fuel oil distributors 
Fuel oil distributors, Washington State 
Asbestos cement products 
Hand-blown and hand-pressed glassware 
Restaurant and hotel meat suppliers 
Asbestos textiles 
Graphite crucibles 
Ferro-manganese and ferrochrome 

: Wire and cable 

V. Sample of requests for price increase turned down unless or until evidence 
is available that industry would qualify under earnings standard: 

Entire paper industry 
Printing industry 
Private-brand cosmetics 
Phenolic resin 
Passenger car manufacturers 
Truck manufacturers 
Automotive original equipment 
Automotive replacement parts 
Diesel-electric locomotives 
Printing machinery 
Construction machinery 
Pulp and paper machinery 
Mining machinery 
Scientific instruments 
Illuminating glassware 
Welding rods 
Lead-headed and galvanized nails 
Some canned and frozen fruits and vegetables 
Fluid milk 
Soft drinks 
Candy 
Liquor retailers 
Distillers 
Pennsylvania crude oil 

The CuarrmMan. That is what you worked out under statutory 
law? 

Mr. ARNALL. Well not statutory law, but let me say we have to 
have standards. If the criteria over in OPS are that we are going to 
give price increases to people we like, or people who belong to the 
right political party, or who can scream the loudest, we will have no 
price control. There is no way you can do it. You have to have 
formulas. 

Senator CaPEHART. I would like to ask you one more question at 
this point. 

Mr. ARNALL. Yes, sir; Senator Capehart. 

Senator CareHartr. Did the Capehart amendment, for all practical 
purposes, not technically repeal this formula that you are talking 
about? 

Mr. ARNALL. NO, sir. 

Senator CapEHART. How can you use both? 

Mr. ARNALL. Because the Capehart formula is an automatic pass- 
through from pre-Korea—up to July 26, 1951—of all cost increases. 
That is separate and apart from this. That is set out in the law. 

Now, this standard is applied, for example, to cost increases that 
have occurred since your cut-off date of July 26. 

Senator Carenart. The formula you are talking about is applied 
since July 26, 1951? 

Mr. ARNALL. Yes, 
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Senator CapeHarr. But up until then the Capehart amendment 
repealed the formula you are talking about? 

Mr. ARNALL. No, no, no. The formula which we have came about 
in April 1951, whereas the Defense Production Act was signed by the 
President on another date. 

Senator CapeEHART. The Congress passed the Capehart amend- 
ment, which directed you to permit all increases in costs that occurred 
from Korea up to July 26 if the companies wished it? 

Mr. Arnatu. That is right. 

Senator CapEHART. How, under those circumstances, then, could 
you apply any other formula? 

Mr. ARNALL. Because you gave us an additional mandate, Senator 
Capehart. You said that our prices should be ‘generally fair and 
equitable,” and under that provision we have established this formula. 

The Capehart provision was not the only provision. There was an 
additional one, to be fair and equitable, and that is the one that we 
used. 

Listen, Senator, you members of the committee have been after me 
about being fair and equitable. We want to be. 

So then we come to the steel case. Now, forget the labor dispute. 
Forget the wage issue. We take this standard that we have and apply 
it to the steel companies if they ask us for a price increase. We find 
that under that standard, as applied to the steel companies, they are 
not entitled to a price increase. It is that simple. 

If they are entitled to it, they get it. If they are not entitled to 
it, they do not get it. 

Now, let me give you the figures. During the base period, 1947-49 
we estimate that the steel companies made, before taxes, on each ton 
of finished steel produced, on the average, $11.22 per ton. After 
taxes they made $6.59 per ton during the three of the best 4 years’ 
normal operations. 

In 1951, before taxes, the steel companies made profits on each ton 
of steel on the average amounting to $20.26. That is an accurate 
estimate, I believe. 

Senator CapeHArtT. What year is that? 

Mr. ArNaAuL. 1951. They averaged $20.26 per ton of steel. After 
taxes their average last year was $7.07 per ton. 

Now, if the steel companies accepted the WSB recommendations— 
and please understand I am not telling the steel companies what to 
do, I just have to tell you what would happen— 

Senator Rosertson. At first you did think that the recommenda- 
tion was too high? 

Mr. Arnau. That is right. I thought it was, but I will likewise 
tell you since I have gone into the matter fully [ am not at all sure 
that is true and I am showing you that by these figures. 

Senator Ropertson. All right. 

Mr. Arnau. The profits per ton in 1952, if the wage increase 
about $5 per ton—recommended by WSB were put into effect, and 
the steel companies took their Capehart adjustment, which we esti- 
mate—it has not been completed, but we estimate it a little under 
$3 a ton—it would mean that before taxes the steel companies would 
make $18.26 a ton and after taxes $6.47 a ton. 

Senator Rosertson. Let me ask you this, for what period? Does 
that include the final increase or not, or just the immediate situation? 
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Mr. ARNALL. That is for 1952. 

Senator Dovaias. Then we cannot include the 2! 
January 1? 

Mr. ARNALL. No. sir. 

Senator Dova.as. Or the 3%-cent incre 
quarter for Sundays. 

Ir. Arnauy. This figure covers the 
months. 

Senator SPARKMAN, Do you mean the figures you gave us? 

Mr. ARNALL. Then after taxes the steel companies would have a 
profit per ton of $6.47. That would mean that after taxes this entire 
Wage increase package would cost the steel companies exactly 60 
cents per ton. 

The Cuarrman. Do the steel officials agree with you? 

Mr. ARNALL. Yes, sir. 

The Cuarrman. In other words, Mr. Fairless? 

Mr. ARNALL. Yes, sir. Their economists worked together with 
ours about 3 weeks ago on estimating the cost of the WSB package. 

The Cuairman, | understand you to say that the 
atives, Mr. Moreell. Mr. Fairless, and othe 
the figures? 

Mr. Arnau. I have not discussed that with the 
companies. My economists and their economists agr 
of the cost increase. 

The CaarrmMan. The economists of the industry and the Govern- 
ment both agree that the figures you are now talking about are correct? 

Mr. ARNALL. That is my understanding, Senator. 

Senator Rosertson. You have gotten down to 60 cents a ton. 
We want to know how that is going to compare with his formula. 
and what the effect is that it will have on invested capital, 


Senator SpaRKMAN. This is 12 cents a ton less than their three 
best base years. 
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Mr. ARNALL. In their base years they were making $11 a ton. 

Senator Sparkman. I am talking about after taxes because I think 
that is what happens. 

Ir. ARNALL. It is perfectly all right for you to say that, but I 
want to talk a little bit about profits after taxes. They do not fix 
your salary in the Senate after taxes. You get a salary and you pay 
your taxes. I thought the Congress of the United States, in passing 
the tax laws, provided that everybody should pay whatever you 
said to pay. 

Senator SPARKMAN. Applying your 
after taxes? 

Mr. ARNALL. We apply it before taxes. but 
after taxes they are still not entitled to 
apply it either Way. It does not matter. 

Senator Moopy. Mr. Chairman, I would like to make this sugges- 
tion: A statement has been made here by some responsible officials 
that the steel] companies concur in the analysis of the price-profit-wage 
situation here as put forth by the officials and by the President. 

If that is so, it seems to me a very clear-cut case has 
which their strike and that seizure could be ended very quickly. | 
think since that is true it might be a very good idea for us to call in 
the steel companies at the same time that Mr. Arnall, Mr. Putnam. 
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and Mr. Feinsinger are here, perhaps tomorrow or the next day, and 
let’s have this out right here around the table and find out if this 
thing should not be settled now. 

It is a terrible thing for the steel plants to have to be seized by the 
President of the United States, but if these facts are true, | think the 
public should know it and I think the proceedings of this hearing 
should be made public so that the public can get the facts 

Senator Ropertson. He did not finish his analysis of these steel 
prices and it is a very valuable thing for the record. 

Mr. Arnauu. | think you ought to know it. 

The CuatrmMan. And how much more is it going to cost the users 
of the country? 

Mr. Arnau. There are 550,000 steelworkers involved in the plants 
in this dispute. Now, they have a union to look after them and an 
able president of their union. There are 675,000 stockholders in 
these plants in dispute. I happen to be one of them. | have small 

savings in United States Steel, Jones & Laughlin, and Inland, up in 
your part of the country, Senator Dirksen, Acme, National. I can 
go right down the line. I would not say that I am a big stockholder, 
but I am a little stockholder. 

There are 675,000 of us and we have officials to look after our 
interests; good officials. They are fine gentlemen. But, after you 
add the steel stockholders and the steelworkers together and subtract 
it from the number of people in our country, vou get 154 million who 
do not have anvbody to look after them. 

Now, it is my job, I believe, under your mandate, while being ‘fair 
and equitable” in prices, nevertheless to give consideration to this 
great mass of American people. In my own estimate, if steel breaks 
the line here in prices and we pass those prices on, then, in my figures, 
the cost of living will go up on an average of about $300 for every 
American family. I do not believe Congress wants that to happen. 

Now, if our standards are wrong, you ought to tell me and let’s 
work out some standards that will give the steel people an adjust- 
ment in price, but I do not think we can apply one set of standards 
to a favored industry and a different set to another. 

I want to point out to you that the three best vears the steel people 
had up until Korea were 1947-49; and those were the best 3 years the 
industry had had since 1918. This is not an impoverished industry. 
I do not believe that because they are profitable they ought to be 
penalized. Of course not, but when you consider whether or not they 
are entitled to a price increase, we have to apply our standards. 

Senator Futsricut. Does the main part of this come out of the 
taxes that the steel companies would have paid? 

Mr. ArRNALL. Yes, sir. Listen to this. This will be interesting to 
vou. If the steel companies give the entire WSB recommendation, 
which we, with the steel companies’ statisticians, believe will be a 
maximum of about $6 a ton cost increase, that would actually reduce 
the profits of the steel companies, after taxes, by about $1.80 per ton. 

The CHarrMan. The staff has been working for quite some time on 
this and our figures show that the Government loses about $90 muil- 
lion. Is that right? 

Mr. Arnau. Let me state it another way. If vou gave them a 
$12 a ton price increase the steel companies would keep $3.50 and 
$8.50 would be paid in excess-profits taxes. 
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I want to point that out. The public would pay $12 and the com- 
panies would keep $3.50 and pay $8.50 in excess-profits taxes. 

Now, gentlemen, if you are going to ask me the next question which 
always comes, “Well, what about the Government’s taxes” then I 
tell you that we in OPS can never properly set ourselves up as an 
agency to look after taxes because if that is our purpose, Senator 
Fulbright, we ought to let everybody in America double their prices 
if what we are trying to do is get taxes into the Government. 

The CHAIRMAN. Since you brought that up, that was the one thing 
this committee did not expect of you and that is one thing that this 
committee did not want to do, to legislate on tax matters. 

Mr. ARNALL. You ought not to, of course. 

The CuarrMAN. But we ought to know what it is going to cost the 
Government. 

Senator Benton. Do you explain that the steel companies can get 
half of their $6 back out of the increased price due them under the 
Capehart amendment? Actually the other half they are writing off 
on their certificates of necessity, so they do not seem as badly off as 
some pretend. 

Mr. ArNALL. Senator Benton, I do not know how rapidly they will 
amortize their plants under the tax-exemption certificates. However, 
that is being done. But that is not my job in price control. My job 
is to apply the standards, and if they are entitled to a price increase, 
to give it to them. If thev are not, to deny it. If the standards are 
wrong, Chairman Maybank, tell me that we should have our standards 
changed, if they are wrong. 

Senator Ropertson. Is it a part of your present price plan to 
nullify the benefits that Congress intended for the steel companies 
and others who took a chance in tremendous plant expansion, coupled 
with the amortization provision? Are you going to nullify that? 

Mr. ARNALL. No, sir; we are not going to do that. 

Senator CaprHArT. You said if we think your policy is wrong we 
ought to change it. Well, I think your policy is wrong because your 
policy is based 100 percent on controlling profits. I think that is a 
dangerous thing in America. 

Mr. Arnau. If you can devise any system that controls prices 
and wages without indirectly controlling profits, I would like to 
know about it. I just do not believe you can do it. 

Senator Dirksen. Yes; you can do it. 

Mr. ARNALL. Let’s have it. 

Senator Dirksen. Well, ‘‘no system.” Just take out your controls. 

Mr. Arnau. If the Congress wants amma kicked out, I will be 
delighted to be relieved from duty. I again tell you, § Senator May- 
bank, with all candor and appreciation to this fine committee which 
confirmed my appointment, I cannot help but think, Senator Dirksen, 
I am doing someone a real service at my own personal expense and 
inconvenience. And do not think for a minute it is any fun sitting 
over there all day saying ‘‘No” to people. It gets awfully tiresome. 

Senator Benton. Do. you not think the steel companies have indi- 
cated they would raise steel prices $12 a ton if there were no controls? 

Mr. Purnam. Senator Benton, I could not tell you that for sure. 
They have told us that if the wage package cost $6 a ton in extra 
cost to them, that in addition to that they would have to have another 
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$6 and for this reason: They say that all of their costs of supplies 
and materials will go up another $6. 

Senator Roserrson. But, Governor, the Richmond paper quoted 
you as saying in your recent speech down there that the steel com- 
panies never ‘asked vou for $12 a ton. 

Mr. Purnam. Well, if that was me, they quoted me wrong. The 
steel companies have not asked me for an increase in prices at all. 
They have asked me to change formulas. They have said in their 
statements that the wage increases would cost them $12 a ton. 

Mr. ARNALL. Senator Robertson, they have never asked me for 
$12 a ton, but here is what they do say: They say it costs them $12 
aton. Now, one other thing I want to make plain to the committee: 
| had some very delightful conferences with Mr. Fairless, president 
of the United States Steel Co., and I admire him greatly. He is a 
fine gentleman, a fine executive, and an honorable man. When we 
started our conferences about price increase, | asked him two questions 
and the first question was this: 

“Do you believe that it is necessarily true, historically and tradi- 
tionally, in American business, that every time you have a price 
increase you have to have a wage increase?” 

He said, ‘‘No.”’ 

Then I asked, “Do you believe, in American business, traditionally, 
every time you have a wage increase, vou have to havea price increase?’ 

He said, ‘‘No.”’ 

Of course, he and I both recognize that if you get such a tremendous 
wage or cost iacrease the other would have to increase 

For instance, | have a small insurance company. We recently 
gave all our employees salary increases, but we did not raise our 
premium cost to our policyholders because we assumed that through 
greater operating efficiency, securing more business, working harder, 
expanding, developing our business, we could still give that salary 
increase without adversely affecting the returns to our stockholders. 

Senator Moopy. Is that not the history of American industry? 

Mr. Arnau. If that is not true, Senator Moody, how do you 
explain the high standard of living we have in this country if there 
has not always been the capacity on the part of American business, 
by its own ingenuity and operating efficiency and increased produc- 
tivity, to increase its profits even after it does wonderfully well for its 
workers. 

Senator Moopy. If they were to be tied together, absolutely in- 
flexibly, would not that mean a static condition in America? 

Mr. Arnau. That would mean a static condition. 

The Cuarrman. We only have 20 minutes more and I want 
Senator Dirksen and Senator Frear to have a chance to question. 

Senator Ropertson. But he said it would cost the consumers $300 
apiece. How? 

Mr. Arnatu. The cost of living. 

Senator Ropertrson. If what happens? 

Mr. Arnau. If we gave to the steel companies $12 a ton price 
increase, including Capehart. 

Senator Ropertson. What would it cost the consumers if we just 
abolished this law and let everybody fight it out on their own grounds? 
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Mr. Arnauu. All I can tell you is that it cost the consumers $400 
for every family group in 8 months when we did not have price 
control. 

Senator Caprnart. Let me say this. I want to challenge this 
$300. If you increase the price of steel $12, that would be $900 
million. That is correct, is it not? 

Mr. ARNALL. I assume that is correct. 

Senator CapreHart. Now, those who buy the steel on an average 
would multiply, arriving at a selling price, about 3% to 4 times. So 
let us take the extreme of four times; four times $900 million would 
be $3,600 million. 

Mr. ARNALL. Are you stopping there? 

Senator CApEHART. And there are 50,000,000 families in America. 
Now that figures out at the rate of about two-fifths of the total ex- 
penditures in America. 

Mr. ArRNALL. Senator Capehart, you are stopping too soon. 

Senator Caprnartr. No; I am not. 

Mr. Arnauu. If you break the line for steel, do you think I am 
going to sit over there and say, ‘““‘We have made an exception for steel 
but we are going to hold everyone else in line’? I will tell you what 
I am going to do. I am going to call them al) in and say, “Boys, the 
box is open now. You cannot be discriminated against. You are 
going to raise food prices, clothing prices, and everything in America.”’ 

Do not stop figuring there, Senator. 

Senator CapeHart. You just picked that figure out of the air, 
did you not? 

Mr. ARNALL. No; it is my best judgment. 

Senator Caprnart. It is your best judgment, picked out of the 
air? 

Mr. Arnau. And I will stand on that figure. I give to the dis- 
tinguished Senator the right to his mathematics and I insist on the 
right to mine. 

Senator Capenart. In other words, it sounds just like it did here 
when the Capehart amendment came up; it was going to cost $15 
billion a year. 

Mr. Arnau. I did not say that. 

Senator CapeHArtT. The best figure we have in the record at the 
moment is eight hundred and some million a year. You just took it 
out of the air. 

Mr. Arnau. No; I do not say that, Senator, with all due respect 
to the distinguished Senator. It is based on my best judgment and 
belief. 

Senator SPARKMAN. Senator Dirksen? 

Senator Dirksen. I would like to ask Dr. Feinsinger a question or 
two. 

In the statement which prefaces the recommendations which came 
out in your report, you spoke about the three alternatives and the 
first one was the use of the Taft-Hartley Act. This is speculative, of 
course, but suppose the Taft-Hartley Act had been used in the first 
instance. What, in your judgment, would have been the result in 
this controversy? 

Mr. FernstnGer. I will give you my best judgment. The con- 
tract in this case had not been overhauled since 1947. They had 
reopenings only on a limited basis. The union had 22 demands in 
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there and the company had 7. Those 22 demands broken down 
constituted 102 demands. 

It is my belief that if an injunction had been issued prior to Jan- 
uary 1, 1952, the dispute would not have been settled at the end of 
the 80-day period provided by the Taft-Hartley Act and there would 
have been no means established under the act to provide a basis for 
settlement. 

You see, Senator, what happens is this: Under the Taft-Hartley 
Act the President appoints a Board of Inquiry to investigate the 
facts, but not to make recommendations. It is a sort of a dead end. 

On the basis of that report—and there is no doubt in this case 
that the courts would have granted the Taft-Hartley injunction— 
the Attorney General is instructed to go to the Federal district court 
and get an injunction. He would have gotten it and that is all that 
would have happened until near the end of the 80 days, at which time 
the employers’ last offer would have been put to the employees to 
vote. Now, conceivably they might have settled in that period, but 
I remind you respectfully that the. representative of the steel industry 
in November 1951, before the negotiations even opened, made a 
public statement in which he ‘said that he doubted that the dispute 
could be settled by collective bargaining, that eventually the wage 
dispute and the price question would ‘have to be settled by the 
Government. 

Senator Ropertson. May I ask a question? 

Senator Dirksen. May | suggest to the chairman that I have not 
concluded? 

The CHAIRMAN. Senator Dirksen has the floor. 

Senator Dirksen. The bargaining would have been available 
that period? 

Mr. Frinsincer. That is correct, and the mediation. 

Senator Dirksen. This dispute was heard by a panel of 18 mem- 
bers. 

Mr. Freinsincer. It was heard by an ad hoc panel of six distin- 
guished members. The panel was appointed by the Board to hear 
the case. The panel reported to the Board and then the Board 
deliberated. 

Senator DirkseN. No member of the panel is a member of the 
Board. 

Mr. Fernstncer. That is correct, sir. 

Senator Dirksen. Could you insert in the record the names of the 
members of the panel and also their background identity, with cases 
of a similar company in days gone by. 

Mr. Fernsrncer. I will be elad to do so, sir. 

(The information referred to will be found in the appendix, p. 2347.) 
adae Drrxsen. Did you keep a record of the panel voting? 

Mr. Feinsincer. The panel did not keep any records, sir. We 
asked the panel—and this was the unanimous judgment of the 
Board—simply to hold the hearings and report their findings. 

Senator Dirksen. So the panel “reported to the Board. 

Mr. Fernsincer. Yes. 

Senator Dirksen. And there are 18 members on the Board. 

Mr. Fernsincer. Eighteen regular and six alternate. 

Senator Dirksen. You had 24 in attendance. 
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Mr. Fersincer. We did not have the full Board in attendance 
at all times. We had a quorum at all times. 

Senator Dirksen. Do you keep a record of attendance of the 
Board meetings? 

Mr. Frernsincer. Yes, we do, sir. 

Senator Dirksen. Will you insert in the record, some kind of 
report of the attendance of the Board members at the time this 
controversy was in process? 

Mr. Frinstncer. Yes, sir. 

(The information referred to will be found in the appendix, p. 2347.) 

Senator Dirksen. Will you also insert in the record a list of all the 
members of the Board, industry, and labor and public members, and 
some biographic data, somewhat similar, I think, to what was sub- 
mitted to the House when that matter was being discussed? 

Mr. Frermnstncer. I will be glad to, Senator. 

(The information requested will be found in the appendix, p. 2348.) 

Senator Dirksen. Has there ever been any comment by Chair- 
man Herzog of the NLRB on the question of jurisdiction where the 
union shop was involved? 

Mr. Frernstncer. Not that I am aware of, si 

Senator Dirksen. You are familiar with his testimony before the 
House committee in June 1951? 

Mr. Fernstncer. I do not recall it. 

Senator Dirksen. | will read a portion of it, 1 think without hurting 
it by lifting it from context. His testimony which appears on page 
192 of the hearings before the House runs as folllows: 

Until told otherwise, we will go on assuming that the National Labor Relations 
Board and only the National Labor Relations Board can and should consider 
unfair labor practice, representation, and union shop issues arising under the 
Taft-Hartley Act, and we will conduct our operations accordingly. Certainly 
the recent Executive order does not tell us otherwise. If it did, we should be the 


first to recognize it and we should and would be the first to voice concern. We 


can discover no reason to do so at this time. 


Would you interpret that language by Mr. Herzog to mean that 
they still feel that they have jurisdiction where the union shop issue 
is involved? 

Mr. Frrnstncer. No, sir. I am sure that | know what he was 
talking about. The only jurisdiction that the NLRB has over the 
union shop issue, now that the Congress no longer requires an election, 
is where an employee has been fired under a union shop agreement or 
has been discriminated against and he, or a union, files an unfair 
labor practice charge, that is all. They have no jurisdiction to 
determine which employer should or should not grant it. 

Senator Dirksen. Did the President ask you directly or indirectly 
for a recommendation with respect to seizure and did you make any 
response to him? 

Mr. Frernsincer. No, sir; I have never expressed an opinion on 
whether he should or should not have seized. I have expressed an 
opinion on the alternatives that he had available at the time. 

Senator Dirksen. Mr. Putnam, were you asked directly or in- 
directly by the President of the United States whether or not under 
these circumstances, the plants should be seized as the plants were 
seized? 
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Mr. Purnam. No, sir; I recommended with a group of others that 
we must keep steel going, after I heard the reports from the Secretary 
of Defense. 

Senator Dirksen. Was that another way of saying that in your 
judgment the plants would have to be seized? 

Mr. Purnam. No; because I am not a lawyer and I do not know the 
best way to keep these things going. I am an economic stabilizer. 

Senator DirksEN. Have you any opinion as to anybody who ad- 
vised the President to seize the plants? Would you know anybody 
who so advised him? 

Mr. Purnam. I do not know who did. I know he had his advisers 
and his Cabinet and a number of other people and I was in some of 
the meetings when it was discussed. The importance of keeping steel 
flowing to our military was the item that was uppermost in the minds, 
1 think, of the people who made that decision. I was there to com- 
ment from the point of view of stabilization. I was and am con- 
vinced that a shut-down in steel could be very unstabilizing. 

Senator Dirksen. Was ESA or OPS ever consulted by the Depart- 
ment of Justice with respect to the prospective seizure? 

Mr. Purnam. No. Not that I know of, unless there were some 
informal discussions. There were no formal ones. 

Senator Dirksen. Now, Dr. Feinsinger, reading from your report in 
connection with the recommendations, you said this: 

The Board has recommended that the parties incorporate a union shop provision 
in their new contracts. The public members joined in this recommendation after 
they found themselves unable to secure a majority in favor of their own proposal 
to return the matter to the parties for collective bargaining with the Board to 
consider the issue further should the parties fail to agree. 

Would you comment briefly on that item? 

Mr. Fernstncer. I was in New York trying to get a settlement to 
prevent seizure. 

We felt the parties ought to have a chance to bargain out this issue. 
Do not forget the steel companies have granted a union shop in many 
of their subsidiaries—railroads, coal mines, et cetera. 

We thought it was better to send it back to the parties with no 
instruction whatsoever and see if they could not settle it themselves. 
You know what happens very frequently in collective bargaining. 
If the employer gives it, he gets a few cents or he gets something else. 
If he does not get it he gives the union a few cents or something else. 
We felt that was the way the thing should be handled. 

The labor members would not vote with us because they wanted us 
to recommend a union shop, period, and the full union shop. 

The industry members would not vote with us because they wanted 
us to send it bac k, period. They wanted to make it clear that we 
would wash our hands of it if they could not settle it. 

Senator Dirksen. When this particular matter was considered, 
how many members of the Board were in attendance for its de- 
termination? 

Mr. Fermnstncer. I do not know how many were in attendance, 
Senator, but I know this, that in each case—and the steel case was 
no exception—each side designates one or more people to present the 
position of that group. The question of who was in attendance at 
the time of the record voting does not at all demonstrate who has 
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been consulted and who has deliberated on the question ‘but I will 
be glad to furnish that information. (See p. 2347.) 

Senator Dirxsen. I have one other question, Mr. Chairman: Dr. 
Feinsinger, would you say, then, that what I am about to say would 
be an accurate statement of what happened, in view of what you 
have written here in your report: 

You were gathered around the conference table to deal with the 
question of the union shop. The labor members refused to accede 
from their position and the industry members refused to accede from 
their position. Somebody then must have made a suggestion that 
in view of the fact that it could not be sent back for further bargaining 
that the public members then acceded to this method and gave in 
on the union shop issue? 

Mr. Fertnsincer. No. 

Senator Dirksen. Well, what does that mean? 

Mr. Fernstneer. I do not think that is a correct statement, Senator. 
Even our recommendation merely says: 

We endorse the sentiment of Congress and most large industries in saying, if the 
choice is between no union shop and a union shop, we think the parties should 
negotiate a union shop— 
but we left the form, the type, and the condition to be settled by the 
parties and got labor to vote with us on that so that the parties can 
negotiate a full union shop, a modified union shop, providing a formula 
for old employees and new employees, and then you might have a case 
where they just support the union and do not have to join. They can 
do anything they think best. 

Senator Dirksen. Were the public members unanimous on this? 

Mr. Frrnsincer. We were, sir. What we would have done if they 
had not settled it and brought it back to us, [do not know. In World 
War II it worked out fine. The public, labor, and industry members 
reached a very sensible compromise position on maintenance of 
membership when they could have recommended or ordered a closed 
shop at that time. We would have worked it out all right had it been 
brought back. We were not given the opportunity. 

Senator Dirksen. Dr. Feinsinger, then is this a fair conclusion, 
that at that point with this particular issue before the Board you were 
more concerned about labor peace than you were about stabilization? 

Mr. Freinstncer. Absolutely not. Let me say this: If we had an 
all-public board there could just as well as not have been the same 
split just as there is in NLRB, just as there is on the United States 
Supreme Court. 

The CHArRMAN. Senator Frear. 

Senator Frear. First, Mr. Chairman, I have a proposal I want to 
submit. I assume this is not the time to submit it. 

The Cuarrman. I do not know what the wishes of the committee 
are, but we have a meeting at 2:30 this afternoon, we can decide what 
we intend to do next. Whether we intend to go into further hearings, 
or go back on the bill or what to do. Not only do we have this bill 
and this problem here but we have Governor Arnall’s problem of the 
decontrol plan and then we are very far behind, as we all know, on 
housing legislation, and so forth. If we could just have an executive 
meeting with nobody here but the Senators we could work out a 
program for the future, and I would appreciate your taking that up 
at that time. 





Dry 


---) 


>, 


> 


x Dp 


~!. 








ill 


yr. 
ld 


ou 


he 
de 
ym 
at 
ng 


in 


Or. 


the 
uld 


he 
an 
ila 
Se 
an 


ed 
en 


yn, 
re 
n. 
an 
me 
tes 


to 


tee 
iat 
gs, 
vill 
the 
on 
ive 


up 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 1993 


Senator Ropertson. May I make a suggestion about procedure: 
No member of this committee can remember everything that has been 
said here this morning. 

I suggest that the transcript should go to the witnesses for correction 
and nothing individually be given out by us but the whole thing be 
given out by the chairman. 

Senator SpaArKMAN. I think we should have this record printed 
as fast as possible and give it to the press, because everybody will have 
a different interpretation. 

Senator Moopy. Is there any objection, if I may ask, for members 
of the press to take a look at the whole record, as Senator Robertson 
pointed out this afternoon? 

The CHarrRMAN. We will get the transcript back at 6 o’clock this 
afternoon. If anybody wants to read it at 6 o’clock it will be avail- 
able. 

Mr. Fernstncer. When do you want it back, Senator? 

The Cuarrman. I would like to have it back by 9 o’clock in the 
morning. 

Senator Brenton. I think we should see the charts submitted bv 
Mr. Arnall. 

Senator Caprenart. I have some further questions I want to ask. 

The CHarrmMan. We will do this. We will recess at 12:15. We 
will continue the hearing at 3 o’clock. Is that agreeable? 

Senator Carpenart. With these gentlemen present? 

The CuHarrMan. Yes. 

Senator Frear. My first question goes to Mr. Feinsinger, and it 
is addressed to the questioning of Senator Dirksen, where the Board 
recommended that the parties incorporate a union shop provision in 
their union contract. 

Quoting from the report: 

The public members join in their recommendation. 


Join who? 

Mr. Frernstncer. We made that recommendation. 

All four public members joined in that recommendation. 

The CuarrMaNn. Let me say one thing for the benefit of the Senators, 
if I might. A decontrol statement was sent here by Governor 
Arnall. He did not want to release it until this committee had 
seen it. 

When he left his office this morning, he thought we would have a 
chance to read it, and release it at 1 o’clock. 

What we had reference to was the testimony in here on this critical 
steel situation that might cause trouble if we talk out of turn. 

Mr. Arnau. Is there any way I can insert into the record, the 
full story on the pricing of steel, which is quite a document, here, 
together with the charts explaining the price structure? 

The CuarrMANn. Without objection, it will be inserted in the record. 

(The document referred to will be found in the appendix, p. 2408.) 

Senator Frear. | gather that your answer, Dr. Feinsinger, is that 
the public members joined in the recommendation? 

Mr. FrrmnsinGer. Yes. 

Senator Frear. Then they say, “After they found themselves 
unable to secure a majority in favor of their own proposal.”’ 
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As I understand it, the proposal of the public members was to send 
this back to collective bargaining—that is to employees and employers? 

Mr. Fernsincer. That is right, sir. 

Senator Frear. But, with the statement that if they failed to agree, 
it should be returned to the Wage Stabilization Board? 

Mr. Frernstncer. That is right, Senator. 

Senator Frear. Now, how was it you did not get a majority? 
Who disagreed to that? 

Mr. Frernsincer. Both sides. 

Senator Frear. Neither labor nor industry would go along with 
the public members’ proposal? 

Mr. Frernsincer. For different reasons. 

Senator Frear. Now, may I ask Governor Arnall just one question. 

I believe he has made the statement that the figures he has quoted 
are agreed to by the steel industry? 

Mr. Arnau. It is my understanding that those figures are agreed 
to between representatives of the Office of Price Stabilization and 
representatives of the steel people insofar as the statisticians are 
concerned. 

Senator Frear. That is also effective for your statement before 
the Senate Labor and Public Welfare Committee of April 16. Those 
figures in that, you would make the same answer. 

Mr. Arnau. That is my understanding. Let me say, if there is 
any controversy about those figures, we have not heard about it, 
and if there is, I will be the first to modify the figures if they are not 
right, but it is my understanding they are agreed figures. 

Senator Frear. I do not know to whom to address this question. 

Does the National Labor Relations Board still handle unfair labor 
practices? 

Mr. Fernstncer. Yes. 

Senator Frear. Who handles unfair Government practices? 

Mr. Frmnsineer. The public 

Mr. Purman. The courts, I think. 

Senator Frear. Is the public the right answer? 

Mr. Fernsineer. That is my answer. I do not know if it is right. 
You gentlemen represent the public. Whatever you do is O. K. 
with me. 

Senator Frear. Now, you are answering the questions according 
to the way I thought they should be answered, and I will not con- 
demn Mr. Putman for saying the courts, but that lays the ground 
work for me, and that answers a question. 

Now, this is my final question, and I want to ask that of whoever 
wants to answer it. 

What were the recommendations of Charles Wilson in the settle- 
ment of the steel strike? 

Mr. Putnam. I think I was closer to him than anybody else. I 
would ride into town with him every morning. I do not think he 
had any recommendations as to this except in the very early stages, 
when he wanted to go along with the idea of no wage increase and 
no price increase. He finally agreed that they must have a cost of 
living adjustment, but he hoped that the wage settlement would be 
limited to that objective. 

I do not think he ever really moved from that position. I think 
you feel more strongly than I do about it, Dr. Feinsinger. 
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Senator Frear. He made publicly, a statement that the rug was 
pulled out from under him. I assumed that that was because his 
recommendations were not agreed to by the Wage Stabilization 
Board. 

Mr. Fernsincer. His position was all along, no wage increase, no 
price increase; that at most, a cost-of-living increase, period, but at 
no time did Charley Wilson ever accuse this Board of breaking Jits 
regulations. At no time. 

The CHarrMan. He said cost-of-living increase. Did 1 understand 
you to say that? 

Mr. Purnam. I said that. 

The Cuarrman. Did I understand Mr. Feinsinger to say that he 
believed in the cost-of-living increase? 

Mr. Frinstncer. Never said it to me, Senator. When the cost 
of living was up about 9 cents, Charley Wilson was talking about 
4, or 5. 

Mr. Putnam. That is true. I do not think he quite followed the 
cost-of-living indexes as they went up. 

Senator Frear. I would like to ask the Governor to comment on 
that, but before he does, I would like to ask were those statements 
you attributed to Charles Wilson applicable to all industries? 

Mr. Frernstncer. We did not have any general discussion. You 
see, Charley Wilson felt that we had a wage freeze, and a price freeze. 
He reluctantly would agree, after thorough discussion, that that is 
not what Congress legislated, that Congress legislated a wage and 
price stabilization policy, Congress did a good job, ard I would like 
to submit some records to show that your agency, my Board, has 
done a good job, too. 

If you will permit me, I will give you the figures on what we have 
done by way of keeping wage increases under control. 

The CuarrMan. Without objection, that will be printed in the 
record. 

(The exhibits referred to follow :) 


TABLE 1. Adj ested average hou rly earnings '—percent increase 


The increase in adjusted average hourly earnings under stabilization has beer 
less than prefreeze periods, even over comparable or shorter periods of time. 


Per- 
Post-freeze: January 1951—February 1952 (13 months), February 1951—Feb- cen 
ruary 1952 (12 months) t. 7 
Pre-Korea, prefreeze: 
January 1950—January 1951 (12 months) 7.9 
January 1950—February 1951 (13 months) 8. 5 
Post-Korea, prefreeze: 
June 1950-January 1951 (7 months) es oS ee 6.5 
June 1950-February 1951 (8 months) et 


Adjusted average hourly earnings of production and related workers in manufacturing following Janu- 
ary 1950 represent gross average hourly earnings excluding overtime and the effect of interindustry shifts in 
employment after January 1950. 
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TaBLE II.—Adjusted average hourly earnings —Average monthly increase 


The average monthly rate of increase in adjusted average hourly earnings has 
slowed markedly under stabilization as compared with prefreeze periods, post- 


World War II periods, and comparable periods under War Labor Board wage 
stabilization. 


| 


Dollars | Percent 





Post-freeze: | 
January 1951-February 1952 a 0.005 | 0. 
OR GP NUE GNIS so. caescwapeniv’ cdc cbcncecedeuecusuce 005 | 0. 
0. 
0. 


4 of 1 percent. 
3 of 1 percent. 
Pre-Korea, prefreeze: | 
January 1950-January 1951_...............--.._- ‘i inadeatesiead . 009 7 
January 1950-February 1951___........__.- sia ee 655 . 009 
Post-Korea, prefreeze: 
SET INET CEE ih cccccide cate ntidvuwnivcaceducas da re .013 | 0.9 of 1 percent. 
June 1950-February 1951-_-..__- Cnitivntimwc awn debpipedinierhe’s pdetewans .012 | 0.9 of 1 percent. 
Post-W orld War II: 


7 of 1 percent. 
7 of 1 percent. 


January 1948-February 1949. ..__.......................-- - .008 | 0.6 of 1 percent. 
January 1947-February 1948. __-- bnaaben talks : ‘ Sia .010 | 0.9 of 1 percent. 
January 1946-February 1947. ._.................-.-..-..-.- art .012 | 1.3. 
February 1948-February 1949._____._....._..._- : e .008 | 0.6 of 1 percent. 
February 1947—February 1948 sicsiea yds eipesta neionasheaip aeacdin Ss .010 | 0.9 of 1 percent. 
February 1946—-February 1947__...............__.- Sue cual phx .012 | 1.3. 
World War II wage stabilization: 
CE SI BPO oon cn cacecowsth beck ewencbendetaseascte .005 | 0.6 of 1 percent. 
EN BE SOO RI oo es on die elencmtincdcovnnee= Jadacuaied .005 | 0.6 of 1 percent. 





1 Adjusted average hourly earnings of production and related workers in manufacturing following January 
1950 represent gross average hourly earnings excluding overtime and the effect of interindustry shifts in 
employment after January 1950. Adjusted average hourly earnings in World War II exclude overtime and 
the effect of interindustry shifts in employment after January 1941. 
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Mr. ArNALL. I just do not want to do Mr. Wilson an injustice, 
nor do I wish not to acquaint the committee fully with the circum- 
stances that led up to Mr. Wilson’s resignation. 

I think this is another story, but I think in all justice to the com- 
mittee, and to Mr. Wilson, and to me, and to Mr. Putnam and others, 
we ought to know this from one who was there. 

is T tell the story, let me say that I have the highest respect for 
C berlan E. Wilson. He is a great patriotic American. 

The CHarrMAN. Do you want to put this on the record, now? 

Mr. ARNALL. Yes, sir; put it on the record if you want to. 

The CuarrmMan. Necessarily, we will have Mr. Wilson brought in. 

Senator Frear. The question is, What recommendation did 
Charles Wilson make? 

Mr. Arnauu. When this Wage Board recommendation came out, 
everyone was anxious to acquaint the President with the facts, as 
soon as they could find out what they were going to be, so Mr. Wilson 
wanted to go to Key West and talk to the President about it, which 
he did. 

Mr. Putnam. I wanted to go along, but there was some misunder- 
standing. 

Mr. ARNALL. So, when he came back, he called Mr. Putnam and 
me over there—I do not think Mr. Feinsinger was present—and he 
said that he was going to settle the steel controversy and that he had 
determined the way to do it was to give the steel companies a price 
increase commensurate with the wage increase. 

I listened. He said he told the steel companies that was what was 
going to happen. And I listened again, because I was naive enough 
to believe that the man who was supposed to be in charge of the price 
end of the deal would at least be consulted. I rather thought that 
no criticism. It was just my thinking. I was a little hurt about it. 
But, it was so fast, that I was slow in getting on my feet. 

He said: 

Now, I want to have a press conference in the morning and have Mr. Putnam 
and Mr. Feinsinger and you over here and we are going to announce to the press, 
that everything is all right, that we are going to settle the steel controversy by 
granting a wage and price increase. 

Well, when I got home, the more I thought about it, the more upset 
I got about it, that I was not consulted in it, and the steel companies 
had been told that they were going to get a commensurate price 
increase, with no regard to the standards that we employ at all. 

So, I called Charley that night and told him that I just could not go 
to any press conference where he was going to announce what was 
going to be done, not having discussed it with me, or even having 
brought it to my attention until it was a fait accompli; that I was not 
going to sit there and be gagged by whatever happened. 

I do not believe in the Senate anybody casts vour vote for you. 
That is your job, and I thought that was my job. 

[ called him and said, “I am not coming to the press conference.’ 

[ then went out to Mr. Putnam’s home that evening, because I was 
very upset about it. I did not see how I could keep a job over there 
stabilizing prices if there were no standards employed, or rules. 

So, I talked with Mr. Putnam about it, and I found that Mr. Putnam 
had independently reached the same view I had, that that was not the 
thing to do. 
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Mr. Putnam. He found some of my staff gathered with me, dis- 
cussing the same thing 

Mr. ArRNALL. So, Mr. Putnam did not go to the conference the next 
day, nor did Mr. Feinsinger, so the press conference was called off. 

I then went over to see Mr. W ilson, and I said, ‘“‘Charley, I cannot 
go along with any such proposal as that, because in my judgment, it 
is not right. We have got to maintain the standards.” 

And Charley said, “We ll, the President has told me to do this, and 
I am going to do it.’ 

And he ‘said, “When the President gets back here, I want you to 
talk to him and I want Putnam to talk to him, and you will find that 
is what he wants. He does not want any strike or any trouble. He 
wants peace, and tranquillity. He says he has enough troubles and 
he does not want this trouble.” 

So, the next day, the President got back and Mr. Putnam called for 
an appointment. I was not going to call him. 

Mr. Putnam. I called before that, in fact. 

Mr. ArnaLut. And Mr. Putnam invited me to go. We got over 
there early and I told Mr. Putnam, as I recall it, “Roger, we ought to 
have Mr. Wilson here, so that there won’t be any misunderstanding 
and everybody will understand each other.” 

So I think Mr. Putnam suggested that the President call Mr. Wilson 
to come over. So Mr. Wilson came over. 

Mr. Purnam. That arrangement was made before we saw the 
President. We did not have any private words with the President 
before Mr. Wilson was called. 

Mr. ARNALL. And we had a conference. 

Now, it developed from that conference that there had been a 
misunderstanding. As a result of that misunderstanding—— 

Senator Ropertrson. Was it a friendly conference or a mean, nasty 
conference? 

Mr. ARNALL. Oh, it was a pleasant conference, Senator. 

Senator CapeHART. What was the misunderstanding? 

Mr. ArRNALL. Well, that the steel people were not going to get a 
commensurate price increase unless they could show they were entitled 
to it. 

Senator Ropertson. Who told Drew Pearson what happened? 

Mr. Putnam. Whoever told him didn’t tell the truth. 

Senator Ropertson. He said it was a mean, nasty conferenee and 
that you cussed Charles Wilson out. 

Mr. Purnam. Pearson wasn’t there. That is all I can say. 

Mr. Arnau. Now Senator, I don’t verify that report. I do verify 
it was a very congenial, pleasant conference. It developed there had 
been a misunderstanding and when we left there it was very obvious 
to me that Mr. Wilson was going to resign because he felt that there 
had been a misunderstanding. 

Senator CapeHART. Misunderstanding with whom? 

Mr. Arnaut, Well, with everybody. Well, certainly the misunder- 
standing was as to whether or not he was going to grant a price increase 
to the steel people commensurate with the w age increase, without 

regard to whether they were entitled to it under the standards. 

Senator Capenarr. I thought you said Mr. Wilson visited the 
President at Key W est and came back and said the President wanted 
him to settle the matter on the basis of wage increase and price increase. 
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Mr. Arnau. No; he said that he was going to settle it and that the 
President didn’t want any controversy. He was having enough 
trouble and he didn’t want any commotion about the steel mills. 

Of course, I realized he was having trouble and I didn’t want to 
cause any commotion about it if I could avoid it. On the other hand, 
I could not agree and do not now agree to giving the steel people a 


price increase unless they are entitled to it under the law and under 


our standards. 

In any event, Mr. Wilson then resigned. Mr. Putnam asked him 
not to, I asked him not to, Mr. Feinsinger asked him not to, but he 
resigned. 

Now, I had to get that in about the price business because it was 
part of it. 

Mr. Fernsincer. I think the record should be corrected, Senator. 
You made a reference to a statement by Charlie Wilson about having 
the rug pulled out from under him. You used that in relation to 
wages. Charlie never made any such claim on wages. He was never 
surprised, at any time. 

Senator Frear. You say Charles Wilson was never surprised at the 
recommendation of the Wage Stabilization Board, on increased wages? 

Mr. Fernstncer. That is right. 

Senator Frear. One more question, and this should be easy to 
answer, at least: Did both the industry and labor unions submit, or 
agree to the submission of the question of the union shop to the Wage 
Stabilization Board? 

Mr. Fernsincer. Yes, they submitted their evidence on it, just like 
every other issue. Nobody has ever challenged the jurisdiction of the 
Board. ‘The industry never challenged the jurisdiction of the Board 
to recommend the union shop. Our industry members of the Board have 
never challenged the jurisdiction. They just disagree with the 
wisdom of doing it. 

Senator Frear. Referring to your pamphlet here, at the bottom 
of that page, the industry members “are unanimous that whatever 
may be the merits of the union shop, with regard to labor-management 
relations, they could be realized only after the parties to the contract 
enter into them of their own free choice without the pressure of Gov- 
ernment intervention.” 

I would say the Wage Stabilization Board was a part of Government 
intervention. 

Mr. Frernstncer. That is correct, Senator, but we left it to the 
parties to agree or disagree on it. 

Senator Frear. Now, the union, if I remember, felt exactly oppo- 
site—that vou should go ahead and talk about it. 

Mr. Ferysincer. They wanted us to recommend a full union shop 
right then and there. 

Senator Frear. Will you permit me one more question? 


Mr. Arnall, do you know what happened at Key West between the 
President and Mr. Wilson? 


Mr. ARNALL. No, sir. 

The CHarrMan. Senator Douglas. 

Senator DovuGuas. | would like to straighten out these cost increases 
prior to July 26, 1951, which you said under the C apehart formula 
would give the industr v an incre ase of something less than $3. Would 
that include the wage increases in the Dec ember 1950 agreement? 
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My question was about the increases in cost to the steel industry 
prior to July 26, 1951, which Governor Arnall said entitled the steel 
industry to an increase of approximately $3 a ton and I wanted to 
know if that included the wage increase the workers received in Decem- 
ber 1950? 

Mr. ARNALL. The answer to the question is that it does so include it. 

Senator Doua.as. The increases of costs and raw materials up to 
that date. 

Mr. ArNALL. Up to July 26, 1951. 

Senator Dovuauas. In the statement of the steel industry that they 
are entitled to a $12 increase, do they include that $3 increase in the 
$12? 

Mr. ARNALL. Yes; sir. 

Senator Douatas. So this $12 is made up of a claim of $3 under 
the Capehart formula and approximately $6 alleged claims if the 
recommendations of the Wage Stabilization Board go through? 

Mr. ARNALL. Yes. 

In my talk with Mr. Fairless, I asked him if the steel corporations 
should or would absorb some of the cost increase. He said ‘“Yes.”’ 

So there was never any disposition on his part not to absorb part 
of the cost increase. 

Where you run into trouble is not in his stating that he will absorb 
it or in agreeing on the principle, but the issue comes when you get 
into figures, you see, as to whether the figures show they are absorbing 
or not absorbing. 

Mr. Purnam. Everybody admits the total package as of next 
January will cost about $6 a ton in added labor cost, but they also 
say there is a $6 material cost that they have to allow for. They 
haven’t yet asked for the Capehart increase which will amount to 
close to $3. We say it is not historically true that a $6 material cost 
increase would follow. If it should it would not be in the immediate 
future. It wasn’t true under price control during the last war. We 
say that when the $6 material cost develops, if it should, we will be 
glad to look at the figures at that time. 

Senator CapeHart. How much are you prepared to allow the steel 
industry as an increase. 

Mr. ARNALL. We are ready to give them the Capehart amendment 
and such other price increases as they are entitled to under our 
standards. But when we apply those standards to the steel com- 
panies, we find that they are not entitled to any additional price 
increase. 

The CuHarrmMan. Now, Senator Douglas says it is agreeable with 
him so we will recess until 2:30 and Senator Douglas will be first; 
Senator Moody, second; and Senator Benton, third. Then we will 
come back to Senator Capehart who has some questions. 

Would 3 o’clock suit you gentlemen? 

Mr. Putnam. The President’s Mobilization Advisory Board is meet- 
ing this afternoon to discuss steel, and they asked me to be there at 
2 o’clock. I think most of your questions are directed primarily at 
Governor Arnall and Dr. Feinsinger, and I hope it will be all right if 
I go to that. 

The CuatrrMan. What is the wish of the committee? 

Senator Benron. How long will your meeting take? 
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Mr. Putnam. They are going to meet at 2 and the President is to 
join them at 3. I can’t tell you exactly, Senator. 

The CuarrMan. I don’t think the committee would desire to keep 
you from the President’s conference. 

Mr. Putnam. I thought if we continued here until 1 p. m., I could 
be through. 

The CHatRMAN. There are a good many questions to be asked. 

Senator Capenart. Could I ask unanimous consent to ask him just 
one question. 

Mr. Putnam. I don’t want to duck questions, at all. 

The Cuarrman. Without objection, any Senator here who desires 
to ask a specific question of Mr. Putnam may do so and then we will 
recess until 2:30 at which time we will take up the question of what 
we are going to do, including housing legislation. Senator Douglas 
will be first, Senator Benton will be second and Senator Moody, third, 
and then the others will come back again. 

Senator Rosertson. Is it understood that until we can say that 
this record is in correct form and have it printed, nobody is going to 
discuss the testimony? 

The CuarrMan. I am not going to do it, that is the understanding. 

Senator Moopy. Providing the testimony is given out at the earli- 
est possible moment. 

The CuarrMan. Well, we will have it printed tonight. It will be 
here in the morning. 

Could you send down these things to be put in the record by night? 
It has to go to the Printing Office by 12 o’clock. 

By the way, the meeting this afternoon will be in room F-39 
in the Capitol. 

Senator CapeHart. IJ hold in my hand a chart that says “Changes 
in average hourly earnings, Korea (June 1950), to December 1951. 
Source, United States Bureau of Labor Statistics.’ 

That shows that the electrical machine workers have had a 20.3- 
cents-an-hour increase; automobiles, 19.9; meat packing, 24.4; rub- 
ber products, 22; and steel, 20.9. You will note that they are all 
about even, with meat packing ahead and rubber products a little 
ahead, and auto 1 cent behind steel. 

It also shows that if you give this proposed recommended increase, 
which it says here is $0.25 per hour, that it brings steel up to 45.9. 
That is since June 1950. 

Now, my question is, Is that the truth? 

Mr. Purnam. We want to make sure we are talking about figures 
that mean the same thing. Those are average hourly earnings which 
include overtime. If an industry is working on short time, it looks 
very low. 

If it is overtime, it looks very high. They are quite different 
from wage rates. They are not the same thing as wage rates, at all. 

Senator Capgenart. The source is United States Bureau of Labor 
Statistics. It shows the electrical machine workers have had a 20.4 
increase; automobiles, 19.9; meat packing, 24.4; rubber products, 
22: and steel, 20.9. 

Now, my question is, if that is a true statement of the facts, then 
steel, rubber products, meat packing, automobiles and electrical 
machinery have had the same increase in hourly wages since June 1950. 
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Senator Doveias. Mr. Putnam made the answer on that. The 
distinction that you have is between wage rates and earnings. 

Mr. Purnam. They are quite different. 

Senator Dovatas. If you have eight additional overtime hours at 
time and a half, that produces 8 bonus hours of pay so, on a 40-hour 
week, you get a 10-percent increase in hourly earnings although the 
hourly rates remain unchanged. 

Senator Moopy. I would like to point out that Mr. Putnam has 
read Senator Douglas’ book but Senator Capehart has not read 
Senator Douglas’ book. 

Senator Capenart. I don’t know whether that is true; I don’t 
know whether these facts are true. 

Mr. Putnam. I do not doubt their accuracy, but they are not 
wage rates. 

Senator CapEHART. These are the facts in the steel controversy. 

Now, they show—and I shall not read it again—but they show 
that since June 1950, the hourly wage earnings have been about the 
same for all these industries and if you award the steelworkers this 
20 cents an hour, you take them up to 45.9 cents, which will make 
them, on an average, 23 cents higher than the others. Now, what is 
wrong with that chart? 

Mr. Putnam. What’s wrong with that chart is that it doesn’t 
show wage rates at all. It shows the average hourly earnings, which 
may mean that some industries have been working overtime and show 
higher earnings; some may have been working on a short workweek. 

It is not a reflection of actual wage rates. 

1 think my chart on wage rates is a much better one—the one which 
was up there and which you saw. 

Senator Caprnart. It certainly demonstrates take-home pay; does 
it not? 

Mr. Fermnsincer. Surely it does, but if we did business on the basis 
of take-home pay you would be in trouble if you were trying to protect 
against inflation. If the steel industry should go down to a 40-hour 
week in a couple of weeks, we would have to give them a terrific wage 
increase. 

Senator CapeHArtT. How much hourly-wage increase have the auto 
workers had since June 1950? 

Mr. Purnam. It is easier to see it on the chart. (See p. 1972.) Here 
is General Motors increase today, since 1950 [indicating]. ‘This line is 
General Motors—the top there—with an escalator clause. As of 
today, the amount of their increases since January 1950, including 
fringes, is almost 41 cents. Here is where General ‘Motors will be in 
May when they get 4 cents more, and if the cost of living should go 
up they would be still higher. 

Here is the maximum of the steel increase next January which is at 
about 42 or 43 cents, including everything since January 1950, the 
base date for our wage stabilization regulations. 

Senator CaPpEHART. The automobile companies had a 15- to 16-cent- 
an-hour increase since December 1950. 

Mr. Putnam. It was the first of December 1950. 

Senator CapEHArt. Well 

Mr. Fernsincer. It is a base period of January. 

Since the base period of January 1950, General Motors had a total 
increase including the decrease that they took once because of a de- 
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crease in the cost of living, General Motors has had an increase of 27 
cents, and Ford has had an increase of 28 cents, and you add 4 cents to 
those figures for what is going to happen. That is the base date. 

Senator CaPeHART. We are talking about June of 1950. 

Mr. Purnam. That would make no difference. 

Mr. Frernsincer. It is 25 cents, if you take June and 27 if you take 
January. ‘There was a drop in the cost of living. 

Senator Carpenart. The steelworkers have had 20.9. 

Senator DovuGuias. Those are hourly earnings. 

Mr. Putnam. That is not wage rates. 

Senator Caprnarr. | am trying to find out if you agree with that 
chart. 

Mr. Frrnsincer. | agree with it for what it is but it is irrelevant. 
It deals with hourly earnings instead of rates of pay. 

Senator FuLsricur. What are the average hours worked by 
steelworkers as compared with those in the automotive industry? 
Do you have that? 

Mr. Frernsincer. I don’t have it at the present because no Govy- 
ernment agency uses hourly earnings as a criterion for determining 
wage movements. 

Senator Futsricut. I thought it would clarify what is bothering 
him. 

Could you guess at it? 

Mr. Frernsincer. | think they have had a 48-hour week lately. 

Senator Fu.tspricu?r. As against 40 hours for automobiles? 

Mr. Fernsrncer. It is varied in automobiles, you know. They 
have had lay-offs and shut-downs. 

Earnings are a very misleading criteria. If we were going to use 
the textile industry, the hosiery industry and industries like that 
would be entitled to a terrific increase. 

Senator Dovatas. Primarily true on weekly earnings, but it is also 
true on hourly earnings. 

Senator CapEHarT. If you are comparing these five industries in 
the same manner which you are, then I think this chart possibly 
speaks for itself. 

Mr. Frrnstncer. You can’t possibly compare wage rate adjust- 
ments, Senator, from any base date, you know, by using an hourly 
earnings index instead of a wage rate index. 

Senator Benton. Mr. Chairman, these gentlemen have answered 
that question about five times. 

Senator CapeHart. I would like to place into the record this 
document entitled: ‘These Are the Facts in the Steel Controversy.” 

Senator Futsricur (presiding). Without objection that will be 
done. 

(The document referred to will be found in the appendix, p. 2428.) 

Senator Moopy. I would like to put in the record the table from 
the hearings of the Wage Stabilization Board indicating comparative 
wage increases in various industries since January 1950. 

Senator Fu.tsricut. Very well. 

(The table referred to follows:) 
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Mr. Fernsincer. My figures go to the whole wage stabilization 
program, World War II, pre-Korea or any comparison you use. 

The action of our Board is better than any other in keeping wage 
rates under control. 

Senator Futsrieur. Do you have any further questions, Senator 
Capehart? 

Are there any further questions of Mr. Putnam? 

Senator Benron. What does Mr. Sawyer have to do with this 
problem of steel prices? 

If Mr. Sawyer wants to raise steel prices 5 dollars a ton as announced 
in the paper in the last day or two, what does he do? 

Mr. Putnam. I do not understand that he has the power to raise 
prices. 

Senator Benron. Could you shed any light on the newspaper story 
where Secretary Sawyer is quoted as saying steel prices are going 
up $5 a ton? 

Mr. Purnam. I read the newspaper story, and I couldn’t say that 
Secretary Sawyer said he was going to do that, but rather that the 
newspaper writers thought that was what he was going to do. 

I don’t think he can do it outside of stabilization, and price control. 
That is my understanding, and I think that is also his. 

Mr. Arnatit. Who has to do with prices? 

Mr. Purnam. Governor Arnall. 

Mr. ArNALL. I wanted everybody to hear that. 

Senator Benton. That is my understanding also, and J thought it 
was important to clarify it. 

Don’t you, Mr. Putnam, buy certain quantities of steel for your 
own company? 

Mr. Putnam. I do; but I have tried to divorce myself from my 
company as much as I can. I didn’t even know the wage rates, as 
I pointed out earlier. 

Senator Benton. Knowing the steel industry as you do, how do you 
account for the fact that not one of these 49 companies has so far come 
in under the Capehart amendment and asked for the price increase 
to which it is entitled? 

Mr. Purnam. I am not sure, Senator, that I ought to answer this 
this way; but I will say this. 

I think they have a conscience, and I believe they have a feeling 
that they are really making so much money now they have no right 
to ask for more. I know of no other explanation, sir. 

Senator Benron. Do you think all 49 of the companies might have 
gotten together and exchanged consciences? 

Mr. Putnam. I wouldn’t want to accuse anybody of that. 

Senator CapreHartr. Now, why don’t you be perfectly honest and 
say that the reason they didn’t do it was that you did not issue the 
regulations until last December after this steel controversy started, 
and that they had no opportunity to do it and couldn’t have done it 
if they wanted to. 

Mr. Purnam. I think we should have the record perfectly straight. 
They had not asked us to issue a regulation. They finally did suggest 
it; we got it prepared part way, and they have asked us to hold it up 
repeatedly 

Senator Caprnart. My point is that they couldn’t have done it 
until you issued the regulation. 
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Mr, Putnam. They have never asked it. We don’t go around 
offering p le price increases 

Senator es I don’t think it is material to what we are 
discussing. 

Mr. Purnam. Could I comment on one other thing? 

Mr. Fuusricut. Let us have a little order; the Senator from Con- 
necticut has the floor. 

Mr. Purnam. He spoke of 49 companies getting together. I just 
want to say a word about something that disturbs me somewhat; if 
I should be setting out to try and wreck the whole stabilization pro- 
gram I don’t think I could have gone at it any better than have those 
49 people. I don’t want to accuse them of it. I don’t know whether 
it is true or not, but the fact is that they said the thing would be 
settled in W ashington, in speeches back in November. The fact that 
they made no offer of any kind to the union as a counteroffer until 
after the recommendation of the Wage Stabilization Board, only 
about 4 days before the fourth strike deadline, makes me wonder. 

Senator Benton. If Mr. Putnam is not coming back this afternoon, 
I would like further to get the benefit of his particularized experience 
with the steel industry, as a businessman and manufacturer who has 
dealt with the industry. 

Senator FuLtsrieut. Proceed. 

Senator Benton. Don’t you think that these 49 companies, or 
men, as you called them, because I suppose each concern necessarily 
is controlled by some man who is the leader—don’t you think that 
they have in their publicity, speeches, advertising and so on, failed 
to add clarity and light to this subject, and have in fact helped to 
generate confusion and misunderstanding? 

Mr. Purnam. I have high regard for them. I own a little steel 
stock, too, as does Governor Arnall. I think the steel company 
executives are very good workers for their stockholders. I think 
that is what they are being paid to do. I don’t want to have any 
personal quarrels with any of them, but I think in this particular 
case they have added a great deal of heat to the controversy rather 
than light. I think there has been more heat added than light. I 
think this committee has been extremely wise in waiting for 2 or 3 
weeks until some of the dust settled down. I think it has been 
extremely wise. I think most of us are now down on calm, collected 
ground—I hope. 

Senator Benton. You have put the answer in a more gentlemanly 
way than I expressed the question, and I am glad to rephrase my 
question, and merely ask whether more heat than light had been shed 
by this advertising. 

I saw an advertisement last week that seemed to imply to any 
casual reader that the increase in wages recommended by the Board 
would wipe out the profits of the steel industry. This advertisement, 
signed by the steel companies, seemed to a quick reader at Jeast, to 
conceal the fact that the recommended wage increase which neces- 
sarily came before taxes, would come largely out of moneys that 
otherwise would go to the Government in taxes. 

Mr. Putnam. They claim that our standard should work after 
taxes instead of before, but in their statements they seem to give the 
impression the wage rate increases would be deducted from profits 
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after taxes. They don’t do that in their bookkeeping or when they 
make their tax returns. 

Senator Benron. That is exactly the point. We have had, all of 
us, a long telegram from Admiral Moreell that the only way you can 
talk about profits is after taxes, but this advertisement gives the 
impression that wages are to be deducted after taxes. 

Mr. Purnam. I know they do not make their tax returns out that 
way, I feel quite certain. 

Senator Benton. What is the trade association that speaks for the 
industry? 

Mr. Putnam. American Iron and Steel Institute, I think. But 
these advertisements are signed by a new group. As I remember, the 
signature says it is “‘the steel companies in the wage case.”” Some of 
the members of the American Iron and Steel Institute are not in this 
thing. Some of the companies have settled with the union. 

Senator Benron. Where is the control of United States Steel and 
Bethlehem? Who is the actual control group behind the two com- 
panies? Am [ not right in saying they do about 50 percent of the 
steel business between them? 

Mr. Purnam. I think that is true. 

Senator Benton. Is it not true that these greatly inflated profits are 
accruing to the steel industry largely out of the defense effort? That 
is the explanation of this $20 per ton operating profit? 

Mr. Purnam. The size of their excess profits taxes shows pretty 
clearly what the defense effort is doing for the steel people. I think 
that is true. 

Senator Benton. Do you want to comment, or do you think it is 
too speculative, on my question as to where the control of these com- 
panies rests? 

Mr. Purnam. I would not know, Senator. I could guess, but | 
would have no foundation for the guess. I have always assumed that 
it was not so very far from a short street in New York, but I do not 
have any facts on it. 

Senator Benton. Not so very far from a very famous church in 
New York. 

Senator Futpricut. I want to give Senator Moody a chance to 
question before we quit. 

Senator Benton. I have no further questions, Mr. Chairman. 

Senator Futspricut. Senator Moopy? 

Senator Moopy. Is it not true, Mr. Putnam, that the industry 
standard referred to earlier by Governor Arnall applies only to in- 
dustries as a whole so that an individual company in a hardship 
position could apply for a pric e increase even though his industry was 
in an excess profits position? 

Mr. Purnam. I am very glad you brought that out. You are 
quite right. The industry ‘standard applies to an industry as a whole, 
but an individual company losing money can come in and get relief 
as an individual, but that is another reason why—— 

Senator Moopy. They have to be losing money to do that? 

Mr. Purnam. Generally they have to be losing money to get indi- 
vidual treatment as distinct from the industry. On the other hand, 
if an industry itself is in an excess profits tax bracket, and some com- 
pany is losing money, that shows it must be fairly inefficient and we 
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cannot penalize the public for that, but we do not force anybody to 
lose money. 

On the other hand, I think it is also good to point out that this 
industry earnings standard applies to a whole industry and there 
may be companies in it making tremendous profits. It is the industry 
average as a whole that we are talking about. We do not try to 
limit anybody’s profits. If a company is outstandingly efficient, 
they can make all the money they want as long as they keep within 
the price standards of the industry. 

Senator Moopy. Does the industry earnings standard, Mr. Putnam, 
not simply mean that an entire industry which is making excess 
profits as defined by Congress cannot get a price increase so as to 
make more excess profits? 

Mr. Purnam. That is substantially correct. That is what it is 
designed to do. 

We took the standards that you in Congress set as to what were 
fair profits and what were excess and we tried to make a workable 
rule, applying to all industry on that same rule. If industry itself is 
on the average in the excess profits tax, we get out the rubber pad 
and just let the tears run off. 

Senator CapEHArtT. Was it the intention in doing that that the 
public would get the benefit of it, or the wage earners? 

Mr. Putnam. The intention is to protect all the people and see 
that the standards are fair and equitable. 

Senator CapreHart. Are you sure we are not using the excess 
profits that they are making as an excuse to increase wages? 

Mr. Purnam. Senator, I think the best answer to that is to say 
that the last cost-of-living index was the first drop since Korea. 

Senator Moopy. In administering this law then, you try to get a 
proper balance between prices, wages, and profits; the proper balance 
between the industry’s earnings, labor’s wages, and lower prices to 
the public if possible, is that correct? 

Mr. Purnam. That is correct, Senator. That is exactly what we 
are here for. 

Senator Moopy. Thank you. 

Mr. Purnam. We are the public’s lobby, as far as I am concerned. 
I am representing the public. 

Senator Moony. I am delighted that you are. The general public 
needs a strong representative. 

Mr. Purnam. May I put my statement in the record? 

Senator FuLtprieut. That will be done. 

(The statement referred to will be found in the appendix, p. 2439.) 

Senator Futsricur. The committee will stand in recess until 
2:30 p. m. in Room F-39. 

Mr. Fremstncer. And you want us at 3? 

Senator Futpriacut. Yes. 

(Whereupon, at 12:45 p. m., the committee recessed, to reconvene 
at 2:30 p. m., the same day.) 


AFTERNOON SESSION 


The CyHairmMan. I believe Senator Benton and Senator Moody 
have some questions. 
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Senator Ives was not present this morning so when they get through 
we will hear from him. 

Mr. ARNALL. Gentlemen, many fellows think they have problems 
but I have real problems and I want your advice, guidance and 
counsel. Here is the first problem. 

We have standards that we developed under the Defense Production 
Act, the general requirement of the law being that our price provisions 
should be generally fair and equitable. So we developed the standard 
that we have used without interruption, the industry earnings stand- 
ard. 

Now then, that provides that the base years of 1946 through 1949 
are constituted as the yardstick. We say to any American industry 
you can take your three best of the four normal years before Korea and 
if your profits before taxes are falling below 85 percent of those three 
best years, you are entitled to a price increase. That is the basic 
standard we use. So I come to Senator Frear’s suggestion. 

If we want to do what you suggested, Senator, which we do not 
want to do, but if we did I do not know any way in the world we could 
do it under our standards unless we wrote a new standard. Let me 
show you what we would do if we wrote a new standard. As I have 
said, our standard uses 85 percent of the earnings during the 3 best 
of the 4-year period which we use as a base—which is the same as the 
excess profits tax law—and steel was very favorably situated in that 
period. If we said that steel cannot qualify for price increase under 
the 85 percent standard, well, we might say, ““We will change it to 
90.”’ 

They could not qualify then. If we changed it to 100 they could 
not qualify then because their earnings are so high. Supposing we 
change it to 125 percent; they could not qualify then. If we change 
it to 150 percent of what they made during that base period, then they 
could not—— 

Senator Ives. Mr. Chairman, may I ask one question here? I 
would like to get things straightened out in my own mind. Are you 
talking about profits before or after taxes? 

Mr. Arnau. I am talking about before taxes, but if I talked about 
them after taxes, they still would not be entitled to it. 

I am trying to come to this basic concept——— 

Senator SpaRKMAN. Governor, I wonder if it might not be helpful 
if Senator Ives had the figures you gave us this morning. Let me 
read them to you. It will not take but a half minute. 

The three base years used for steel were 1947, 1948, and 1949. He 
said this morning those were the three best years that steel had had 
since 1918, and here were the profits before taxes and after taxes: 

Before taxes, $11.22 a ton. After taxes $6.59 a ton. 

Now, in 1951—get this comparison—before taxes, $20.26; after 
taxes, $7.07. 

There is one other thing I want to give you. If the Wage Stabiliza- 
tion Board recommendation should be accepted and the Capehart 
benefits taken, then we would have these figures: 

Before taxes, $18.26 a ton—this is for 1952. After the recommenda- 
tions went into effect and the Capehart benefits taken, before taxes, 
$18.26 a ton; after taxes, $6.47 a ton. 
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You may be interested in this general statement too. He said that 
it was his understanding that his economists and the economists 
representing the steel people were in agreement as to these figures. 

Mr. ARNALL. That is right. Stated another way, let me say this, 
Senator Ives, that the steel people—I am going to talk about this 
with the charts and I want you to listen to me because I want to do 
it in a very careful way so you can follow the figures—the steel people 
say that if these entire benefits were put into effect it would cost them 
$6 a ton plus another $6, which would be a commensurate increased 
cost of products they buy. 

Suppose we gave them a $12 price increase. They could keep only 
$3.50 of it because $8.50 would go to excess-profits tax. 

I mention that to demonstrate how it is that we cannot give a price 
increase to steel because they are in such a very favored position. 
There is no way we could do it without doing it by the rule of just 
saying we are going to give it to them. 

Senator Benton. The tonnage is going up all the time and pro- 
ductivity is going up, and these figures are per-ton figures and thus 
do not show the effect on the total profits of increased tonnage, and, 
secondly, because there is no way accurately in advance to estimate 
exactly at what rate productivity will continue to go up they com- 
pletely ignore the factors involved in increasing productivity. 

Senator Frear. Now, sir, | do not want to put you on the spot, 
but I want the advantage of having an answer. 

Senator Ben'ron. I have not had the opportunity to ask a question 
yet so I yield. 

Senator Frear. This probably is not fair to ask you because you 
are the price man, but if you are going to use that same formula that 
you are talking about and you cannot give steel increased price, on 
what basis does Dr. Feinsinger give ap increase in wages? 

Now, let Dr. Feinsinger answer that. 

Mr. ARNALL. Prices are my business. 

Senator Frear. That is right, but you have a coordinator in Mr. 
Putnam between the two of you fellows and I am sorry he is not here 
now. 

Mr. Arnau. Let me say this: I do not criticize Mr. Feinsinger’s 
report or recommendation, but let us assume, just hypothetically, 
that they are wrong. Let us assume. Does that mean that I have 
to be wrong, too? 

Senator Frear. If we are going to tell the steel industry that you 
cannot give them a price increase, then we have the right to tell the 
CIO unions they cannot have an increase in their wages. 

Mr. ARNALL. Prices are my business. 

Senator Frear. It is a little unfair to put you on the spot in that, 
but let me give you another question then, sir. 

Are you going to do anything or do you consider the price of raw 
materials on any farming materials? Do you do that at all? 

Mr. ARNALL. Yes. ) 

Senator Frear. What did you do about cottonseed oil, sir? 

Mr. Arnau. I have that in this suspension report. I am suspend- 
ing it. 

Senator Frear. In other words, you had a price on it of about 23.5 
cents and it is now down I do not know where, some low figure, but 
you are going to put it up to 15 cents as the trigger point and then 
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say, ‘‘We had a ceiling of 23.5 cents but when it reaches 15 cents I am 
going to set a ceiling at 18 cents.’”” You are reducing the ceiling from 
23.5 cents to 18 cents. Now, under what formula do you do that? 

Mr. Arnau. We are working out in connection with our suspension 
program the desires expressed by this committee and insofar as 
agricultural commodities are concerned we also have to take into 
account this thing called parity which puts it. into a little different 
category. 

But let me say this, Senator, we are not too far apart. What I am 
trying to get across to you really is this: If I wanted to give steel an 
increase, sincerely I do not see how I could do it. 

Senator Frear. Under your law you cannot give steel an increase, 
except those coming under the so-called C apehart amendment. 

Mr. Arnau. I do not believe I can. Let me show you why. 

Senator Frear. I think I understand that and I am thankful to 
the Senator from Connecticut that he has allowed me this time. 

Il am going to get the answer from Mr. Feinsinger without en- 
croaching. 

Mr. Arnau. I would like to present my charts, one at a time, so 
that you get the continuity and what they mean and then you can 
question them. 

Senator Benton. You go ahead and present the charts and I will 
withhold my questions until after we have seen the charts. 

Mr. Arnau. This chart here shows that 1947 through 1949 were 
the three most profitable years the steel industry had experienced 
since World War I. 

Senator ScHOEPPEL. Governor, could you in testifying demarcate 
or identify what chart you refer to? You say “‘this ¢ hart.” Is there 
some definition so we could get it into the record by way of identi- 
fication? 

Mr. ArNALL. Yes; this chart is headed “Annual rates of return on 
stockholders’ investment for principal steel companies combined.” 

Now, this chart is based upon data which was supplied to my agency 
by the Federal Trade Commission. Mr. Mead, who is the Chairman 
of the Federal Trade Commission, will testify as to the verity of the 
figures. 

Now, the general impression which this chart gives requires no com- 
ment, actually. However, I want to point out that in the years 
1947-49, which are the three best of the four base years, the industry 
average “dl almost 19 cents profit before taxes on every dollar of stock- 
holders’ investment, or net worth. 

The second best 3-year period since 1918 was the period 1941-43, 
and during that period, earnings averaged 17.5 cents per dollar on 
stockholders investment. 

During the only two other years, 1929 and 1944, did earnings exceed 
11 cents on stockholders’ investment. And it will interest you to 
know that during the 1920’s, the return was 8.5 cents on stock- 
holders’ investment, and the average of the thirties was only 2 cents 
return on stockholders’ investment. The average of the forties was 
15 cents. 

After income taxes, the 1947-49 period provided a higher average 
rate of return than did any single year between 1918 and 1947. 

So it is obvious that the base period under the earnings standard 
Was an extremely favorable one for the steel industry. Even if 
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earnings were to fall to the level of that period the steel industry would 
still be, according to these figures, unusually profitable. 

In order to show you now the immediate prospects of the industry 
if the wage increases recommended by WSB were put into effect and 
what it would cost the steel industry, I want to refer you to the second 
chart. 

Now, this chart is headed ‘Cost of recommended WSB wage 
settlement,” which I note as my chart No. 2 

Looking first at the cost increase that would arise if the proposed 
wage increase were put into effect in the steel mills only—and that is 
the heavy black part, or the solid color on the small charts—it would 
amount to $2.96 for each ton of finished steel in the first half of 1952. 
Then beginning next July it would amount to $3.89. For the whole 
vear 1952 it would average $3.43. 

Then next year the figure would be $5.05, and the cost for the entire 
proposed contract period of 18 months would be $3.97. 

Senator Capenart. That is the direct increase—the result of the 
wage increase? That doesn’t take into effect any other increases in 
cost that they might have as a result of this? 

Mr. Ackuey. Labor costs only. 

Senator CapeHart. Labor costs only? 

Mr. Ackuey. Labor costs, including the effect on salaried workers, 
the same percentage increase. 

Mr. ArNALL. If you mean increased materials, no; and we are 
coming to that. 

Senator CAPEHART. Or any increase in overhead? 

Mr. Ackxuiry. Yes; in that the salaried workers are a part of over- 
head. 

Senator CaPpEHART. Are you going to the premise that every 
salaried worker in steel is likewise going to get his wages increased? 

Mr. Ackuey. These figures assume that salaried workers would get 
the same percentage increase. 

Senator CapgeHART. Would the Wage Stabilization Board approve 
that? 

Mr. Frernstncrer. We have a regulation which permits that on a 
tandem basis, if that has been the practice in the past. 

Senator CarpEHART. Are there any of you gentlemen in the manu- 
facturing business? Don’t you know that in any factory, the over- 
head on direct labor ranges all the way from 50 up to 300 percent? 
At times, of course, you are able to absorb a portion of the 200 or 300 
percent, or whatever you are figuring, and that at other times you are 
unable to do so. That it is impossible to run a factory except on the 
basis of—I don’t know what steel’s overhead is, but I imagine it is 
about 150 percent. Invariably it works out that way, and will work 
out no other way. 

Anybody who has tried to run a factory on any other basis would 
would certainly go bankrupt. 

Mr. ArNALL. These figures, as to the effect of the wage increase on 
employment costs, are agreed figures between the steel industry and 
our economists in OPS. 

Senator CaprHart. You said that this morning, and we will find 
that out. 


Mr. ARNALL. I will state it now, too. That is true. 
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Senator CapeHartT. That is not the officials, that is the economists. 
Mr. ARNALL. Yes. 
Senator CaPpeHART. It is not according to the testimony before the 
Labor Committee this morning, by Mr. Stephens. Of course, that is 
another matter. 

Mr. Arnau. Referring to the top part of the bars on the chart, 
you will find the cost increase would amount to $3.49 in the first half 
of 1952; $4.58 in the second half, averaging $4.03 for all of 1952. 
And after January 1, 1953, it would be $5.94, and the average for the 
18 months would be $4.67. 

That would be the total cost that would come about by addition 
of the cost arising from wage increases in iron ore, coal, and limestone 
operations, if corresponding wage increases went into effect in those 
particular operations 

Senator Benton. No; wait. It is given here for a projection of 
increased productivity. 

Mr. Arnau. That is right. 

Here is a chart entitled ‘Steel mill employment costs and prices, 
1946-50.” 

This chart, I wish to point out, shows that though the industry pays 
more for each hour of labor, it needs fewer hours of labor to produce a 
ton of steel. 

This is clearly illustrated by the postwar experience. 

Disregarding for a moment the line at the top, I want you to look 
at the highest of the other three lines. ‘This line represents the steel 
industry’s employment cost per hour, which includes social security 
and all fringe benefits as well as wages. 

As the line shows, these costs rose 37.6 percent from 1946 to 1950. 
During the same period, however, the lowest line on the chart shows 
a decline of 17.2 percent in the number of man-hours required to 
produce a ton of finished steel. That is the reflection of what we call 
increasing productivity. 

The net result of increasing employment cost per hour and declining 
hours per ton is shown by the line between the two I have just men- 
tioned. It represents the industry’s employment cost per ton of 
finished steel, which went up much less than employment costs per 
hour. It rose only 13.8 percent during this period, a little more than 
one-third of the employment cost per hour. 

Now, I might refer parenthetically to the top line on the chart, 
steel prices. It simply shows that during this postwar period, steel 
prices were increased 55.2 percent, rising very much more than the 
industry’s labor costs. ‘That is not, however, the main point that I 
would make by this chart. Its purpose is to show you that due to 
the increased productivity, the industry’s labor costs per ton of steel 
has risen much less sharply than its employment cost per hour, which 
is the subject of wage settlements. 

The Cyarrman. Are wage settlements the only things affecting 
that, or would it be general ingenuity? 

Mr. Arnau. Yes, increased efficiency, and so forth; yes. 

Senator Frear. Has this changed very much? Where would these 
lines be today? 

Mr. Ack.ey. The figures for 1951, Senator, have not yet been 
published. This is based on the American Iron and Steel Institute 
statistics. 
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Senator Frear. This is pre-Korea? 

Mr. Ackury. The figure is for the entire year, plotted in the middle 
of the year. It is the average for the year. 

Senator Moopy. In the automobile industry, Governor, there is 
the contract based on a sliding scale, as Mr. Feinsinger pointed out 
this morning, both on the cost of living and productivity. 

Do you agree with him that if the contract of that industry were 
applied in this case, it would provide a much larger settlement for the 
union without a price increase? 

Mr. ArNALL. I do not know about that. Dr. Feinsinger says that 
is true, and I have no reason to doubt what he Says. 

Look, let me try to tell you something. I want to be just as fair 
as I can to this committee, but honestly, prices is my part of this 
thing. I know that wages enter into prices, 

[ realize that. But, in my consideration of this whole problem, I] 
am primarily interested in what a price increase would do to 154 
million people who are not stockholders. and who are not 
workers. 

It is that simple with me. 

Now, let me show you chart 4. 

This is the chart which shows how much cost increases are in 
comparison to increased earnings. This is called ‘Sales realization, 
employment cost, and profit per ton for finished steel, 1947-51.” 

This chart shows profits per ton of steel in recent vears. Before 
income and excess-profits taxes. the industry earnings increased from 
$9 a ton in 1947, to over $20 a ton in 1951. 

During the 3-vear period, 1947-49. earnings averaged slightly 
more than $11 a ton before taxes for steel. 

Senator ScHorpper. I would like unanimous consent to ask one 
question, here. 


steel- 


Governor Arnall, does that take into consideration the decreased 
value of the dollar? 

Mr. Arnaut. No. None of these calculations do, Senator. We 
just call them dollar figures and they have to be translated, of course, 
into purchasing power of the dollar. That is true of prices, it is true 
of profits, it is true of wages, salaries. and everything, 

Senator Benron. But, if you go back to your previous chart, prices 
have only gone up 55 percent, and wages 37.5 percent, was that it, 
and yet profits have gone from $9 to $20. have gone up 125 percent. 
If you use the same indices that are used on the other lines we have 
seen here, profits have gone up-coasiderably faster than either prices 
or wages. 

Mr. ARNALL. You see, wages are part of the cost included in this 
chart. 

The CuarrMan. How about the taxes? 

Mr. ArNnaLu. Right on the top of that are the taxes, Senator. 

Now then, we are going to use with this chart. the figure of $6 a 
ton. That is an outside figure as to the cost increase. We do not 
fully agree to that, but the steel people say it would cost them $6. and 
to illustrate the point, we have taken the $6 per ton as the cost of the 
wage increase. 

The average profit per ton for the 18-month period, January 1952 


_ 


to June 1953, would thus be reduced to about $14. But under the 
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Capehart amendment, the steel industry will receive approximately 
a $3-a-ton average price increase. 

Thus, after the wage increase and the Capehart price increase, profit 
per ton for these 18 months would be about $17, and for the year 1952, 
the profits per ton would be not less than $18 because the full impact 
of the wage arrangement would not have gone into effect. 

Now I point out to the committee, that a profit of $17 a ton before 
taxes, or $18 a ton before taxes compares very favorably with the 
average profit of $11 per ton before taxes during the most prosperous 
years the steel industry has ever had, up until Korea. 

Now, I want you to look at chart No. 5, gentlemen of the com- 
mittee, please. 

Senator Benron. Why do you think the steel companies have not 
come in, any of these 49 companies, and asked for a price increase 
under the Capehart amendment? 

Mr. Arnau. We had en agreement with the steel companies not 
to raise their prices, and they never have. 

They have had the right to ask for it, but as I pointed out this 
morning, there are 300,000 or 400,000 manufacturing concerns in 
America and only a small percentage, some 1,500 have applied for 
Capehart adjustments. I don’t know. That is a matter I cannot 
answer, 

Now, look at chart 5, please, gentlemen, just for a moment. This 
chart represents the official Government estimates of earnings for 
the entire primary iron and steel industry and it is denoted on the 
chart as the ‘Earnings before and after taxes, 1947-51.’ The aver- 
age for the base period was $1,200,000,000, and the earnings required 
by the Standard in 1951 is $1,312,000,000. Thus, under our Earnings 
Standard that we apply to every industry in America, this industry, 
the steel industry, could have absorbed cost ircreases of almost 
$1,200,000,000, before price increases would be justified under our 
standards, 

Senator Moopy. What is the dollar cost of the proposed wage 
increase? 

Mr. Arnatu. That is on the next chart. 

Now, the source of these figures is the Federal Trade Commission, 
which uses the data collected by itself, and the Securities and Ex- 
change Commission, and the figures can be verified by the officials 
involved. 

The figures for 1951 include a conservative estimate for the 
fourth quarter of 1951. 

Now then, the next chart, I want to show to you is my chart 6, 
which we call “Earnings before and after taxes, 1946-51, and 
Earnings required by the industry earnings standard, 1951, American 
Iron and Steel Institute.” 

You will see that although profits for the entire industry broadly 
defined are roughly 30 percent higher than for the Steel Institute 
membership, the patterns are almost identical. We could trace 
through the calculations with either set, but let us use the industry’s 
own figures so there can be no mystery about the arithmetic. 

As the chart shows, the industry earned $643 million on the average 
during the 1947-49 base period. This represented a return of 18.5 
percent on net worth, or stockholders’ investment, during that par- 
ticular period. 
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Taking 85 percent of this rate gives a minimum rate of return, 
under the industry earnings standard, of 15.7 percent on net worth. 
Applying this rate to current net worth would produce a current 
minimum earnings figure of $936 million shown in the last bar of the 
chart. Actually, 1951 earnings were $1,918,000,000; so the industry 
could absorb cost increases of a little less than $1 billion, before they 
would be entitled to any cost increase beyond that to which they are 
entitled under the so-called Capehart amendment. 

We estimate that these companies produced about 75 million tons 
of finished steel in 1951. Dividing the amount the industry could 
absorb, $982 million by 75 million tons, shows the industry could 
absorb cost increases of about $13.10 a ton before they would be 
entitled to any price increase. 

Mr. Chairman, if anybody is entitled to a price increase I will fight 
just as hard for them to get it as I will fight against getting it if they 
are not entitled to it. 

The law goes into effect and there is no way they can apply for ¢ 
price increase. If our standards are wrong, then we ought to Leal 
new standards. 

I pointed out at the beginning that if we raised our standards to 
where instead of applying to 85 percent of the base period in earnings, 
we made it 100 percent, or 125 percent, or 150 percent, they still 
wouldn’t be entitled to a price increase. If it is the wish of this 
committee to give the steel people a price increase, I told you I would 
do what you wanted done but I will tell you I don’t see how we are 
going to do it unless we arbitrarily say we are going to give it. 

Senator Benton. I don’t think you should do any such thing on 
the wish of this committee. This committee is only one committee 
of the Congress, and certainly, this committee isn’t entitled to sit 
here and change the laws under which you operate. 

Mr. Arnau. If you do, I want it to be your responsibility and not 
mine, 

Senator Benton. This is the first thing that you have said where 
I speak up in vigorous disagreement. I have often been in agreement 
with the Congress as a whole, and in disagreement with this com- 
mittee. I hope if you are ever in that position you will stand up 
against the committee. 

Mr. Chairman, Governor Arnall has answered a great many of the 
questions I wanted to ask him in these charts. 

Have you made similar charts to this first one, on other industries, 
to show the rate of return on invested capital? 

Is the steel industry doing far better than most other major Ameri- 
can industries? 

Your chart shows 30 percent return before taxes and only a day or 
two ago I was told the earnings before taxes are up 34 percent. 

Have they gone up since? 

Mr. Arnau. The steel industry is in one of the most favorable 
positions insofar as profits are concerned. 

Steel profits in 1951 exceeded the base period rate by more than 
80 percent. For manufacturing industry generally, however, the 
comparison is far less favorable. The latest data suggest that manu- 
facturers’ earnings on the average exceed the base period rate by 
only about 18 percent. 
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Senator Brenton. I think that is a very good answer. On the 
other hand, it can’t be true of all other American industry, that 
1947-49 is the most favorable period from the standpoint of that 
industry. 

You are giving the steel industry a maximum break because they 
are exceeding their best years by 80 percent and in the case of any 
other industries, you wouldn’t find 1947—49 as the best period. 

Senator CapeHart. Would you yield just a moment? 

Senator Benton. Yes. 

Senator Caprnart. You said a moment ago steel was in the best 
position of any industry in America? 

Mr. ARNALL. It is one in a favored position. 

Senator Caprrenart. I have a statement here covering 17 items 
which shows that steel is making the smallest amount of net profit 
on sales of any of the 17. 

Mr. Arnau. Do you mean at this time? 

Senator Capenart. 1951. 

Mr. Arnatt. I imagine you have the war-baby industries there. 

Senator Benton. As the Senator from Indiana knows, you can 
figure your net profit on sales, or you can figure it on invested capital. 
This chart, in line with traditions of any American business, figures 
it on invested capital. 

I must say in fairness to the steel industry that they have written 
down in a period of over 40 or 50 years, their plants and equipment, 
and if you view the chart considering profits on the newest plants 
and profits on the replacement value of the plants, you wouldn’t 
come out with 30 percent. What would you come out with? Have 
you made a statement of that? 

Mr. ARNALL. No. 

Senator Brenton. That chart can penalize an industry which 
writes its investment down more rapidly than some other industry, 
like a public utility which has an incentive to keep its investment on 
the books. 

Mr. ArRNAuL. Let me pose a problem again. I am seeking light on 
it: you have a recommended wage increase. Now, whether the wage 
increase is too low or too high or just right or anything else, you have 
the wage recommendation. You have acted and that is over. 

Senator Carpenarr. Let me ask you this. Do you believe those 
figures to be true? 

Senator Benton. I wouldn’t take exception to those figures but I 
don’t think they make a point because the A. & P. Co., if that company 
was in there, it would be way under that 5 percent there. 

Mr. ArRNALL. I have no reason to doubt the figure from 1 to 17, 
but my objection to this is that it stopped at 17. You could go on 
through 18, 19, 20, 30, 40, and 50. There are a lot of them in much 
worse shape than steel. 

Senator CapPeHART. However, this covers your big industries. 
This covers your most important industries in America. 

Mr. ARNALL. It covers a lot of them; yes, sir. 

Senator Carenart. If this Government of ours continues to carry 
out to an extreme regulations based upon net income of invested 
capital, you will run every little manufacturing and businessman out 
of business, if we are going to predicate it on that basis. 
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Mr. ARNALL. Let me tell you something that is right and interesting 
about the steel figures. 

Senator CapeHnart. If you are going to adopt that formula as a 
Government, over 25 or 50 years, you will eventually wreck the 
private enterprise system. 

Mr. ARNALL. Senator, let me say this about steel: Do you know 
which company needed the most money to produce a finished ton of 
steel? 

Senator CaPpEHART. No. 

Mr. Arnau. The biggest one. That was amazing to me. 

Senator CarpeHART. My point is this, if you are going to base your 
laws, rules, and regulations upon invested capital, you are going to 
penalize and eventually wreck the private enterprise system. 

Mr. ArNALL. Please believe me, I am going to do what the Con- 
gress says todo. I think lam doing it. I honestly do. I think it is 
my duty to hold the price line if, under our standards, they are not 
entitled to a price increase. 

Senator CapEHart. We can put up with it for a year or 2 or 3 
years, but if you follow it to extremes we will eventually break the 
private enterprise system. 

Mr. Arnau. Look, I am strongly for the little fellow. 

Senator Benron. May I resume my questioning. 

I regret the necessity to give the importance you give to invested 
capital, as Price Administrator, and to earnings records such as this 
chart here, but I would point out that profits on sales seem to me 
also a false way to calculate an industry’s progress. 

Elizabeth Arden, if she were added to this sheet, would be up here 
at the top with a net profit of 30 or 40 percent on sales, and as I 
suggested, your A. & P. Te a Co. would be down here at the bottom 
with a 1 percent, or 1% or 2 percent. 

In fact, steel traditionally, with its enormous volumes comes under 
soft drinks, paper and allied products, office equipment,’ et cetera 
and et cetera, and it is not necessarily significant. I don’t think it 
is significant in line with the remarkable price records of the steel 
companies. 

Mr. Arnall, don’t the steel companies suggest in their published 
statements that they want you to give a price increase now, based 
on costs which they estimate still lie along way ahead? 

Mr. ArRNALL. That is correct. They look ahead and say that for 
every dollar they spend in wage increases, they will be required 
ultimately to spend another dollar for materials cost increases. 

We object to that because historically we don’t think it is true, and 
second, we tell them if and when that time comes, to come in and talk 
with us and we will see, but it is purely a guess. We can’t base price 
stabilization programs on guessing. I don’t think we can. 

Senator Benron. You have told us that, this morning, if they take 
their increase which they are entitled to under the Capehart amend- 
ment, that you estimate that their profits may drop from the $20 and 
some odd cents before taxes to $18 and some odd cents before taxes 
and that you think your economists are in agreement on that with 
the steel companies’ economists. Let us assume the economists are 
wrong and the profits drop from $20 before taxes to $7 or $8 before 
taxes, or many other things happen—high costs, lower volume, an 
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earthquake so they didn’t make the money that you think they are 
going to make. 

What would their recourse then be? 

Mr. Arnau. To come to us for a price increase, and we would give 
it to them, gladly, if they were entitled to it, Senator. 

Senator Benton. I don’t think that the point that you would give 
it to them is generally understood by some of the people who are 
stirring up the most heat in this controversy. 

Mr. ARNALL, Senator Benton and gentlemen of the committee, 
there is really only one issue here. I know the wage issue gets into it, 
and the union shop and all that, but the truth of it is—believe me, this 
is the truth—it would be settled momentarily if we gave the steel 
people the price increase they think they require to pass on the com- 
plete cost of the wage increase to the public. 

That is the sole issue. 

Senator CareHart. You also say it would be settled immediately 
if the wage increase was cut in two. 

Mr. Arnau. If you didn’t have the wage recommendation you 
wouldn’t have any issue, of course, but I say the thing that is holding 
it up is your price situation, and the reason I am embarrassed about 
that is because I don’t know how to give it to them. 

Senator Carenart. Is that holding it up more than the wage in- 
crease? 

Mr. ARNALL. Yes, sir; it really is. 

Senator Benton. Don’t we have here an industry that has achieved 
these great unparalleled profits through the defense effort? Thus, in 
effect, it has been through the taxpayers of the United States taxing 
themselves to buy steel for the defense effort? 

Mr. ARNALL. Do you know how much steel the Government uses? 
Twenty percent of the output goes to the Government now. There- 
fore, as the price goes up we raise our taxes because we pay for it. 

Senator Benton. They are getting the volume through defense- 
induced business and are being paid for it by the American taxpayers. 

Now, they say to you, a “Government agency, the Government 
through which they are achieving this unexampled prosperity, ““We 
don’t trust you. We don’t trust you as we look ahead. You have 
got to give us the $12 a ton right now, even though your estimates 
show a cost for the next 6 months of only $4 a ton. We don’t trust 
you to do right by us later. We demand that you give us the money 
in advance, even though we give 77 percent of it back to you in the 
form of taxes.” 

Mr. ArRNALL. That is right. 

Senator Brenton. Doesn’t that summarize their position? 

Mr. Arnau. Their position is that they are just not going to pay 
any increased labor cost whatsoever unless they get a commensurate 
price increase. 

Now, the only way I know to stop inflation is to stop it. Now, I 
can’t operate on Mr. Feinsinger. He has his problems and his Board. 
But when it gets over to me, I can operate and am trying to operate 
according to the way I think you want me to. I can hold the line 
and I am going to hold it, unless somebody takes it out of my hands 
or vou tell me I am not doing it right. 

Senator Benton. You are making the point again that I think in 
view of the public temper today, and in view of some of the speeches 
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I have heard in the Senate, can’t be made too often, that the infla- 
tionary pressure isn’t the suggested wages to the wage earners in the 
steel industry, the real inflationary pressure that can blow the top off, 
that will cost $300 per family, is the projected rise in steel prices. 
Isn’t that your point? 

Mr. Arnau. That is what I believe. I believe if we hold the price 
line we can keep down any more shocks of inflation. 

Even then, we are bound to have a little on price if we give them 
Capehart, you see, and on wages, too, we get a little. 

Senator Brenton. Far from a little, didn’t your estimates this 
morning show that the steel companies would get roughly one-half of 
the proposed additional outlay in wages, through the price increase 
they are entitled to, under the Capehart amendment? 

Mr. ARNALL. Yes. 

Senator Frear. What is this $300 based upon? 

Mr. ArNALL. $12 and assuming it carries through the entire 
economy, 

The CHarrmMan. Well, won’t it? 

Mr. Arnau. It will. You will have to raise parity. You should 
look after the farmers, too, and let me tell you this. I told the com- 
mittee this morning. [am asteel stockholder. A little one, but I am 
a good one, and compared to some of the presidents, I have a bigger 
investment compared to what I get out of it than what they have got. 

The Cuarrman. I have sense enough to know what happened in 
Germany and I have sense enough to know that when you raise 
wages beyond reason, you are going to have inflation. 

Mr. ARNALL. People ask me: “Can’t you compromise a little, can’t 
you give them a little?” 

Lamintrouble. I wanthelp. Now, if 1am doing this thing wrong, 
tell me. 

Senator CApEHART. Who put you in trouble? 

Mr. Arnauu. You helped me get into trouble. You confirmed my 
appointment. You helped me get into trouble. 

Senator Moopy. Governor, how could you possibly justify giving 

1 price increase to an industry which would still be in the excess- 
aula brackets as defined not by you but by the Congress, even after 
absorbing the WSB wage pattern? 

Mr. ArNALL. Here, in effect, is what we did. Congress passed its 
excess-profits tax law. Now, quite frankly, I don’t like the law. 

But you passed it. I represent some motion-picture people and we 
think we are discriminated against under your excess-profits tax law, 
but we are hooked with it, and we do the best we can. 

Senator Frear. It looks like we have a pretty good man here 
because you represent the steel industry, the motion-picture industry, 
and the farmer. 

Senator Capenart. And 155 million Americans. You are quite a 
fellow. 

Mr. Arnau. Congress passed the excess-profits tax law. Now, 
here is what we in effect tell industry. This is in effect what we do in 
OPS. We say: “If your profits fall out of the excess-profits tax 
bracket, then you are entitled to a price increase. But as long as you 
can pay additional costs, whatever they are, and keep yourself in 
excess-profits taxes, under our standards you are not entitled to a 
price increase.” 
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Senator Moony. You are talking about the Johnston formula, 
which was in general based upon the formula for excess profits 
written by the Congress; is that correct? 

Mr. Arnau. That is correct. Our standard is almost identical. 

The CuarrMaNn. Are you saying that Congress wrote the Johnston 
formula? 

Senator Moopy. No; but Congress wrote the excess profits tax 
law, and that is what the formula is based on, so if you raise prices 
over and above that, what you would be doing would be raising prices 
to give them more excess profits as defined by Congress. 

Mr. Arnaut. In other words, if they gave all of wage increases and 
all fringes, and took Capehart, actually, then, it would cost steel 
companies 60 cents a ton in actual out-of-pocket costs. The rest would 
be paid for out of what they would otherwise have to pay out in income 
and excess profits taxes. 

Senator Benton. I think Senator Moody made a valuable point 
there, if you agree, getting back to Senator Capehart’s earlier point, 
that this emphasis on earnings in relation to invested capital is not 
something that you instigated. If it is a bad thing for the economy 
and if it “foredooms the entire price system as we look ahead, it is 
indeed the fault of the Congress because Congress invented that stand- 
ard, applied to the excess profits taxes. I regret it. I share Senator 
Capehart’s regret for that situation facing the American business com- 
munity. I think excess profits taxes are one of the most unhappy 
results of the crisis, just like price control. 

Could I ask one or two questions of Mr. Feinsinger? 

Senator CaprHart. Could I ask this one question before you do: 
Isn’t it a fact that you could have a complete 100 percent run-away 
inflation in America, without a single business in America making a 
single dollar in profits? 

Mr. Arnau. Theoretically? 

Senator Capenart. Yes. In other words, you can have run-away 
inflation, whether you have big profits or small profits. 

Mr. Arnau. That is correct, and likewise you could have run-away 
inflation and have people hungr vy because they wouldn’t have enough 
money to buy food. 

Senator Capenart. The point is that you could raise the wages of 
steel workers $1 an hour and raise the price of steel and they could be 
breaking even and turning out 100 million tons a year and you could 
have run-away inflation, without any relationship to profit whatso- 
ever. 

Mr. ARNALL. We don’t want that. 

Senator Caprnart. That is my objection to your formula that you 
are controlling profits and not prices. 

Mr. ArNALL. Senator Capehart, believe me, I would like to have a 
constructive suggestion as to what kind of formula we can use. 

The CuarrMan. That is what I want to see you do. 

Mr. ArRNALL. You want me to get that. 

The CHarrMan. Yes. 

Mr. ARNALL. And I want it, too. 

The CHarrman. If I may interrupt, Senator Benton, I would 
like to see some formula prepared but from what I heard this morning, 
I am not entirely sure who would be responsible for it. It would be 
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between Mr. Putnam and Mr. Feinsinger, and you, Governor Arnall, 
with all respect to each of you. 

The thing that worries me is the inflationary tendency and there 
hasn’t been a unified effort to stop it. I know you can go to the 
President, of course, but that doesn’t solve anything. 

Senator Ives. How are they going to write a new formula if their 
right hand doesn’t know what their left hand is doing? That is one of 
your main troubles; right there. 

The Cuarrman. That is my great worry. My great worry has been 
that the President of the United States has more to do than to look 

after an argument between this person and the other person, or be- 
tween steel industry and labor. 

We are in an international crisis. If we had something there where 
we wouldn’t have to go to the President, I imagine the President 
would appreciate it. 

Mr. ArNALL. I think he would like that very much. 

Senator Bunton. Are you familiar with the pamphlet, These Are 
the Facts in the Steel Controversy? (See p. 2428.) 

Mr. Frrnsincer. I am, Senator. 

Senator Benton. Who published that? 

Mr. Fernsincer. The steel companies in the wage case. 

Senator Brenton. Are you willing to express your views on that 
pamphlet? 

Mr. Fernstncer. I will be glad to do it; this is a short document, 
and it won’t take me more than a couple of minutes to say what I 
have to say about it. 

The first page is descriptive. The second page is headed “You 
can’t raise wages with money you have spent for taxes.’”’ You have 
gone into that. 

The next page is headed “Steel profits are moderate and are de- 
clining.”” The governor has gone into that. 

The next page is interesting. It is headed ‘Catching up formula 
for inflation,’ and the next page is headed “Since when have loaded 
dice been fair and reasonable?’ 

The next is called ‘1952 series of the yellow dog contract,” and the 
last one “Steel workers have been fairly treated.’ 

The next is descriptive, and so is the last. 

I am not going to comment on the page headed ‘‘Since when have 
loaded dice been fair and reasonable,” because that charges dictation 
by Phil Murray and relies on the “official dissent’? of the WSB. It 
winds up by saying “Is that sort of procedure fair and reasonable?”’ 
That is a series of epithets, and I don’t intend to argue with epithets. 

As to the page headed “Catching up formula for inflation,” that is 
4 very interesting page. Everything on it, I have no doubt, is 
rbsolutely correct. The only difficulty with it is that it is irrelevant. 
This is the page referred to by my good friend Senator Capehart in 
this morning’s discussion. The only trouble with it is it talks in 
terms of average hourly earnings. Now, the rules of the game of this 
Government, and this Board, require the use of wage rate in determin- 
ing wage movements and not hourly earnings, which takes into 
account a great many things besides the wage rate, such as premium 
payments for overtime hours worked, shifts in the composition of the 
worker force—for example, concentration at high-wage jobs instead 
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of low-wage jobs—a little fellow making potato mashers out in Indiana 
has a defense contract, and has to use skilled people and pays more 
money. 

Also increased output in industries such as steel where incentive 
systems are operating. 

The Government never has done it, and shouldn’t use anything but 
the wage rate. This committee itself, in reporting out the original 
law in 1950, said: 

Your committee also recognized that regulations issued pursuant to the act 
would deal primarily with wage rates and rates of payment rather than the total 
amounts of compensation paid to individuals. Thus, for example, it is intended 
that hourly rates be stabilized, but that the regulations permit fluctuations in 
weekly wages as hours of work change. 

The average hourly earnings are used in the pamphlet as the indi- 
cator for wage movements. 

Now, the facts are these: If you take wage rates—and there this goes 
back to a question asked by Senator Moody—these are the move- 
ments. Since either January 1950 or Korea, take any base date you 
want, the last wage increase in steel was December 1950. It was 
16 cents. No wage increase up to the date of the Board’s recom- 
mendations. 

Now, General Motors, since March 1950, including a 2-cent decline 
because of a decline in the cost of living back in March1950—General 
Motors since March 1950 has had a net increase of 27 cents per hour 
and in 

Senator CapeHart. How much has steel had during that same 
period—since March? The 16 cents? 

Mr. Fremnsincer. That is right. I say steel has had nothing since 
December. 

Senator CaprHart. How about General Motors? 

Mr. Frernsincer. General Motors: since March 1950 has had a net 
increase of 27 cents. It has 4 cents coming in May this vear under the 
improvement factor and it has 4 cents coming in May of 1953 “ve 
the steel contract will still be buttoned up—27 and 4 are 31 and : 
second 4 are 35. 

Ford Motor Co. has had 28 cents, and they have the improvement 
factor. 

Swift & Co. in meat packing has had 28.3. 

International Harvester, farm equipment, has had a total of . 
General Electric, Charley Wilson’s own company, has had 25.5 ie 
and they are negotiating for another 2 or 3 under the wage formula. 

United States Rubber has had 24.5 cents. 

Senator Moopy. Were any price increases involved in any of those, 
Mr. Feinsinger? 

Mr. Frervsincer. I wouldn’t know. 

Mr. ArRNALL. No price increases except what they were entitled 
to under our standards, and under the Capehart amendment. 

Senator Capenart. He is talking about March 1950. 

The Cuarrman. The price of farm machinery has been increased. 

Senator Capenart. He is talking about March 1950, and there 
have been a lot of price increases since March 1950. 

The CuatrMaNn. Prices to the farm industry have been raised. 
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Mr. ArRNALL. I am sure you are right about that, but if so, Senator, 
it has been done under the Capehart amendment or under some of 
our standards we apply to everyone. We haven’t made an exception. 

Senator Caprnart. I want to keep the record straight. We are 
talking about March 1950. 

Now, there have been a lot of price increases since March 1950 that 
the Capehart amendment and you and | and others had nothing 
to do with. Isn’t that right? 

Mr. Arnau. I am sure you are right, because I couldn’t go back 
that far. 

Senator CaprHartr. You are 21 years of age, you ought to be able 
to go back. 

Mr. Arnauu. I think that prices have gone up. 

Senator Caprenart. You know they have gone up; don’t you? 

Mr. ARNALL. Yes. 

Senator CaprEHART. You are trying to evade the question. 

Mr. Arnau. No; I am not. 

Senator Capenarr. You know since March 1950 prices have gone 
up. 

Mr. ARNALL. I am answering to this question, only; as far as this 
agency is concerned we have increased prices only under our standards. 

Senator CapeHartr. Do you mean since January 26, 1951; is that 
right? 

Mr. ARNALL. Yes, sir. 

Senator Capenarr. But prior to that time, you had no control or 
did not control prices and they did go up, materially; isn’t that right? 

Mr. Arnau. Yes, sir. 

Mr. Frernstncer. We can take January 1951 as the base date, if you 
want. You don’t get very different figures. 

Chrysler Corporation automobiles, 17 cents, with an annual im- 
provement factor. You could take meat packing, Ford automobile, 
copper, vou can take most of the basic industries and you will find 
that since January 1951—and that puts behind the December 1950 
steel increase —that these industries have still received as much as, or 
more than, our recommendations provide for steel. 

Senator CapEHart. Let me say this: 1 think steelworkers are 
entitled to a wage increase and I have repeatedly said so, but I have 
not had sufficient facts—we are beginning to get them now—as to 
how much this should have been. 

I am sure they are entitled to some increase. 

The Cuarrman. I feel the same way about it, and I don’t want to 
be misunderstood, but there was a period in there between June and 
January 1951 that you speak of, where a lot of people took advantage 
of the situation and raised prices. 

Mr. Feinsincer. That is right, sir. 

The CuarrmMan. There were considerable raises in farm machinery 
prices, and all the way down the line. 

Mr. Frernstncer. Now, the last page of the statement 

The CuHarrman. I say this with due respect for my friend from 
Michigan, but when you had radios and television sets and things 
like that, they don’t affect the average person as much as steel does 
when the price goes up. 

Senator Moopy. That is right. 
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The CHarrMan. That affects farm machinery, highways, bridges 
and things of that kind. It is far more effective ‘than anything that 
we might do for any other industry. 

Mr. Fernsrncer. If I may merely complete this analysis 

The CuarrMan. That is the reason why they want raises and that 
is the reason, perhaps, they have been raised. I have never questioned 
that the steelworkers were not entitled to some increase. 

Mr. ARNALL. You just want the facts. 

The Cuarrman. I just want the facts. 

Mr. Fernsincer. | don’t think there is a member of this committee 
who, if he sat through the weeks and weeks of our hearings and dis- 
cussions, would have differed one mill from what the public members 
thought was right. 

Now, the last page of this—— 

The Cuarrman. Now, the only thing that you have done wrong, 
on the public side, is to discuss the union shop, in my opinion. 

Mr. Fernstncer. It is interesting to note on the chart entitled 
“Steel Workers Have Been Fairly Treated,’’ the companies revert 
to cents per hour increases, which is right, instead of increases in 
earnings, because there they are talking about adjustments since 
1945, where perhaps the shoe may be on the other foot. 

If we go back to 1945, why not go back to 1900 or 1800 for that 
matter? The base period for stabilization purposes is either January 
15, 1950, or as in the Capehart amendment, June 1950, or January 15, 
1951, or the date of the last contract. 

Those are the only things that make sense. 

The CHAIRMAN. Suppose we extend the Capehart amendment to 
perhaps June 1952? 

Mr. Fernstncer. I wouldn’t care to take my position on that, 
Senator. I don’t know enough about it. 

The CuarrMan. Perhaps Mr. Arnall could speak to that. 

Senator Benton. Do you feel your proceedings have in any way 
held back collective bargaining in the steel industry, sir? 

Mr. Fernsincer. On the contrary. On the contrary. I want to 
‘all your attention, Senator, to a statement of Ben Fairless, who is a 
valuable and very decent fellow, published in the New York Times on 

November 15, 1951. This is just before the opening of the negotia- 
tions in steel. He says: 





Whether our workers are to get a raise and how much it will be if they do is a 
matter which probably cannot be determined by collective bargaining, and will 
apparently have to be decided finally in Washington. It is a question which 
involves the basic anti-inflation program of our Government and one which will 
clearly affect our entire economy. 

Now, there is a man saying, before the negotiations commenced, 
“T don’t believe this thing can be settled by collective bargaining. 
The Government is going to have to settle it.” 

Now, the Government did settle it, or tried to. We are the agency 
of the Government which at the moment is the only agency set up to 
make recommendations in this kind of a situation, and we did it and 
they don’t like it. So how did we interfere with bargaining? 

Senator Benton. Did Charles Wilson know what recommendation 
your Board was going to make? 

Mr. Fernsincer. I can say definitely, yes. Hours before the 
Board went into final sessions, I met with Mr. Wilson and Mr. Put- 
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nam. Not because I was legally bound to do it, because I wasn’t; 
but because all of the stabilization officials of this Government work 
together, or try to work together. I discussed with Mr. Wilson and 
Mr. Putnam what the public members were going to try to get a 
majority vote on. 

He said: “Do the best you can.”’ I don’t say he agreed with them, 
but he knew what they were. We went over there and succeeded in 
getting a majority agreement on a less expensive contract than the 
one I told him about. 

Senator Brenton. Now, that brings me to another point that was 
discussed this morning about the union shop. That subject tends to 
be torn right out of context in some of the current discussions. In 
all your long background in this field, isn’t it fair to say that a ques- 
tion such as that, such as the union shop, is part of a package that is 
negotiated out and is not an isolated item by itself? 

In other words, by the inclusion of the union-shop suggestion, don’t 
you affect some other basic recommendations in the final proposal? 

Mr. Fernstncer. It is certainly so in collective bargaining. 

Senator Brenton. It is so in collective bargaining; is it likewise so 
in the consideration of your Board? 

Mr. Frrnstncer. Yes; it is. 

Senator Benton. In other words, if we didn’t have the union-shop 
recommendation here, you might have still more money involved? 

Mr. Fretnstncer. I think probably not, but there are a great many 
other issues in the case, and don’t lose sight of that. 

Senator Benton. Or perhaps the union would be willing to accept 
the recommendation without the union shop, on the basis of the 
percentage of wage increases you had recommended? 

Mr. Fernstncer. | am just wondering what would happen, public 
relationswise, if the majority had been public and industry—and it 
nearly was—and labor had been in dissent and the union was refusing 
to accept the recommendations, whether we would have had all this 
heat. 

Let me tell you what we turned down in this case. 

Senator Benron. You are asking just a rhetorical question, are 
you not? 

Mr. Fernstncer. Well, more than rhetorical. Let me tell you 
what we turned down in this case. 

You gentlemen know, some of you, that the issue dearest to the 
heart of the steelworkers over the last few years has been the guaran- 
teed annual wage. Do you know we rejected that flat, with a little 
window trimming which doesn’t amount to anything? Severance 
pay, & very important issue to them. We turned that down. And 
the rest of these things we might as well have turned down. We 
sent them back to the parties, and said ‘‘We wash our hands of them; 
you go ahead and try to settle them 

“Demotion allowance, reporting allowance; absenteeism; applica- 
tion of shift differentials; application of vacation; premium and over- 
time pay.” 

Lots of others. 

Senator Benron. And the union shop comes in in place of a lot of 
these things, in theory, that otherwise might have been more difficult 
to turn down. 

96315-—52—pt. 4 —6 
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Mr. Fernstncer. When it is said, as was said in the-—— 

The CuarrMAN. Answer that yes, or no; did the union shop take the 
place of them? 

Mr. Frernstncer. Well—— 

Senator Benron. It is part of a package to take the place of any 
other thing. 

Mr. FEINsINGER. No; it doesn’t take the place. It is part of the 
whole package, Senator. You look at the whole thing. It isn’t like 
a voluntary adjustment where the boss comes in with a proposal and 
all you do is to look at each one of his proposals and see whether it is 
approvable under wage stabilization. If it is, you approve of it. 

But when there is a dispute and the boss doesn’t want to give what 
the union wants, you look at the whole package to see what is fair and 
equitable to both sides. 

The CuarrMan. | don’t see what a union shop has to do with it, but 
that is not my business. 

Mr. Frrnstncer. What are you going to do about it if there is a 
strike in a defense industry? You can’t shut your eyes to the issue. 

The CHarrMan. In Allis Chalmers in 1941, and in 1942, the strike 
didn’t get it. 

Senator Benton. Don’t the steel companies have union shops in 
several of the industries they own? 

Mr. Frernstncer. Yes; you have the union shop in Crucible Steel, 
which is a steel-producing company. 

Senator SpARKMAN. May I ask a question at that point? 

1 was under the impression that a very high percentage of steel 
workers are unionized, something above 95 percent. 

Mr. Frrnstncer. Do you mean are members of the union, sir? 

Senator SPARKMAN. Yes. 

Mr. Frrnstncer. Yes. 

Senator SpARKMAN. What kind of a union arrangement do they 
have? It is wholly voluntary, or is it maintenance of union member- 
ship, or what? 

Mr. Fretnstncer. Right now, most of the steel companies have 
what is called a maintenance-of-membership clause under which, if a 
man joins the union, he has to stay in the union to the extent of 
paving his dues and initiation: fees, as long as the contract runs. 
The steel companies are willing to renew that one. 

Senator SPARKMAN. But a man does not have to join the union? 

Mr. Fernstncer. That is right. 

Senator SpARKMAN. He can work in there without actually joining 
the union? 

Mr. Fernstncer. That is correct. Now, if he is made to join the 
union—and this is clear under the kind of union shop permissible 
today under Taft-Hartley—all he has to do is pay his dues and 
initiation fees. He can be expelled from the union for any reason 
whatsoever, but he doesn’t lose his job. He can lose his job today 
only if he fails to pay his dues and initiation fees. That is the 
difference in the Taft-Hartley union shop and the old kind of union 
shop. 

Senator SpARKMAN. I wonder if it would not be helpful if Mr. 
Feinsinger would put into the record at this point a statement which 
defines the union shop, the closed shop, and the maintenance-of- 
membership shop. 
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Mr. Frrnsincer. And the old kind of union shop versus today’s 
kind of union shop? 


Senator SPARKMAN. Yes. 

Mr. Frrnstncer. I would be glad to do that. Would you like a 
list of the industries having the union shop and 
the steel industry that have the union shop? 

Senator Sparkman. I think it would be very good. 

(The information referred to will be found in the appendix, p. 2356.) 

Senator SPARKMAN. This question of the union shop was submitted 
to the Wage Stabilization Board by both the industry and the union? 

Mr. Frinsincer. That is right, both introduced evidence and argu- 
ment on it. The case was referred to us by the President for recom- 
mendation as to all the issues, and both parties knew it. 

Senator SparKMAN. In other words. you did not simply assume 
jurisdiction? 

Mr. Fernstncer. None whatsoever. 

Senator SPARKMAN. It was submitted along with those other things? 

Mr. Frernsincer. You are exactly right. 
a few weeks ago it was argued that we had exceeded our jurisdiction. 
The Allen resolution in the House, for example, in its original form 
questioned the jurisdiction of the Board to pass on a union 
When the facts were explained the resolution was 
Allen resolution no longer calls for an investig 
or jurisdiction over that issue. 

Our industry members agree that we had jurisdiction. It was an 
issue in the case, and it was submitted. Nobody doubts we had the 
power to do what we did. The only difference of opinion—and | 
respect the difference of opinion on this—is whether it was wise to do 
it; that is all. 

Senator Benron. When did Senator Taft amend the Taft- 
Hartley Act so that management and labor could 
union shop, even without a vote of the union? 

Mr. Freinstncer. That was the 7 
year that passed unanimously, 

Senator Douauas. It passed at 5 o’clock in t 
few people on the floor, but it was passed. 

Senator Benton. May I conclude, Mr. Chairman? 

| have a broadcast, and I will have to excuse myself. I have been 
terribly interested in this testimony today. I participated {with 
Senator Bridges in a broadcast on this subject on Sunday, and | 
summarized the issues as I saw them in three questions, which | 
would like to put to the two of you. Maybe they are just rhetorical 
questions, but at any rate they represent the best judgment I could 
arrive at, based on my studies over the week end. 

Do you feel, in view of the danger that our boys in uniform are faced 
with overseas that the President could have failed to 
keep the steel industry operating? 

Entirely apart from considering how to do it, wasn’t it imperative 
that the President take such steps as he found to be necessary to keep 
the steel industry going? 

Mr. ArNALL. To whom is the question addressed? 

Senator Benton. That is to both of you. 

Mr. Arnau. Will you answer first? 

Mr. Frersinerr. I yield. 
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Mr. ArNALL. To my judgment, the national emergency required 
the continued production of steel. I do not pass upon how that 
should have been done. I merely state it as a matter of fact, and for 
the record, that having been acquainted with information in the 
Department of Defense of a confidential nature, I have no question 
in my mind that the greatest disservice to the country would have 
come about by allowing the stoppage of steel which is so badly needed. 

In other words, I think it is essential that you keep steel flowing. 

The CuatrrMan. Who gave all this information in the Department of 
Defense, when they can’t use what they have now? 

Mr. Arnau. I wish, Senator Maybank, that we could talk quite 
frankly about that, but that is out of my province. 

I have some questions I would like to ask, too. 

The CuHarrMan. I just don’t understand. We passed a Production 
Act. At the end of each quarter scarce metals are turned back after 
having been allotted to defense-connected claimants. I just got 
through talking to Mr. Fleischmann, and they are still being turned 
back. There are no uses for the materials. I don’t know what is the 
matter with them. 

Mr. ARNALL. | cannot answer that for the record. That is out of 
my bailiwick. 

The CuatrMan. They claim all these fantastic requirements, and 
they never use the quantities allotted to them. 

Senator Benton. Mr. Chairman, could I conclude? I have two 
people waiting for me, and if I can just conclude, it will only take me a 
minute. 

If the first need was to keep the steel mills operating, isn’t the second 
imperative necessity, as you pointed out today, to keep steel prices 
from going up and feeding the fires of inflation that, as you put it this 
morning, could cost every American family $300 yearly? 

Isn’t that the second objective? 

Mr. Arnau. | think that is true, and the only alternative is to 
give the steel companies only those price increases that they are 
actually entitled to under the law and the regulations. 

Senator Brenron. Perhaps we can quickly agree on my third 
question: Don’t we want to get rid of Government operation of these 
steel companies and get them back in private hands as fast as we can? 

Mr. ArRnNALL. My own guess is the minute the steel people will keep 
the steel mills running, why, that is not a minute too soon. 

Senator Benron. I thank you, Mr. Chairman, for your patience 
and I am sorry I have to be excused. I yield to Senator Moody. 

Senator Moopy. Did Senator Sparkman want to ask more ques- 
tions? I yield to him. 

Senator SparRKMAN. I have just a couple of questions that I think 
could be answered pretty quickly. 

Mr. Feinsinger, you read something there a while ago that I don’t 
think I have been aware of; that statement of Mr. Fairless back in 
November. 

Would you repeat that, please; just those few lines, if you please? 

Mr. Fernsincer. All right, sir. 

This is the New York Times, November 16, a statement made by 
Mr. Fairless, November 15, and negotiations were to have commenced 
November 27. 

Senator Benton. That is between steel and labor? 
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Mr. Fernsincer. That is right, sir. [Reading:] 


Whether our workers are to get a raise and how much it will be if they do is a 
matter which probably cannot be determined by collective bargaining, and will 
apparently have to be decided finally in Washington. It is a question which 
involves the basic anti-inflation program of our Government and one which will 
clearly affect the entire economy. 

Senator SpaARKMAN. Had he said anything earlier in there about 
their probably being entitled to a raise? 

Mr. Fetnstnerer. Yes; he had, sir. 

On December 21, 1951, he said: 

Undoubtedly the union is entitled under the existing Wage Stabilization 
formula, to ask for some increase in wages to cover increases in the cost of living 
since the present wage scale became effective. 

But then, on March 31, according to the Wall Street Journal— 
this was 11 days after the Board had made its recommendation- 
Admiral Moreell— 


reaffirmed the industry’s position that the public interest would be better served 
by ‘“‘no wage increases and no price increases.” 

Senator SPARKMAN. I remember that in 1950, Mr. Fairless, who 
I think is an able industrialist, proposed in a speech in California, 
if I remember correctly, that his men were probably entitled to a 
raise. My recollection is that within 2 or 3 days’ time, they nego- 
tiated a raise and immediately put a price increase on, before we had 
any controls. 

Mr. Fernstncer. That was the last of November 1950. 

Senator SPARKMAN. Yes. 

Mr. Fernsincer. That is right, sir. 

Senator SPARKMAN. I remember, that was very quickly done. 

Mr. ARNALL. I wanted to mention the fact that in the fall of 1945 
when steel broke through, that brought about the demise of OPA. 
I just wondered if you recalled that. 

Senator SPARKMAN. I do remember, and I remember the one in 
1947. 

Mr. Arnau. And in 1949. 

Senator SPARKMAN. I remember all of them because our Joint 
Committee on the Economic Report studied every one of them. 

This is something I would like to ask for the record: This morning, 
as I recall, you said that labor asked so many different things when 
the case was submitted to you and industry asked for so many, and 
that when those were broken down, it amounted to one-hundred-and- 
some-odd different requests. 

| wonder if you would put in the record each one of the requests by 
each side and show the action taken on each one of them. It seems 
to me that would be quite helpful. 

Mr. Frminsincer. I would be very glad to. 

(The information requested follows:) 
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Mr. Fernstncer. May I say in answer to a question of Senator 
Benton before he left, 1 endorse the Governor’s remark 100 percent 
and I can only say this: I only wish with all my heart that this com- 
mittee, or whatever committee is appropriate, had suggested to Con- 
gress and Congress itself had suggested what this country should do 
in an emergency of the kind we have just gone through. 

The CuarrMan. This committee passed the Defense Production 
Act, the Control Act, only as an emergency act. You know that. 
In my judgment the only thing Congress is going to pass is what 
comes out of this committee. 

The reason we have you gentlemen down here is not to have a lot 
of public hearings where everybody can condemn everybody. We 
want your judgment. If any control bill comes out, or if any decision 
comes out, anything on rents or price ceilings, it is coming out of this 
committee. 

Senator CapEHART. You quoted from Mr. Fairless in the New York 
Times where he said that the collective bargaining would not be 
sufficient and that the thing would end up in Washington. I believe 
that is what you quoted. 

Didn’t he make the only statement he could have possibly made, 
because the steel companies would have been unable to put any 
wage increases into effect without your permission? Is that not 
correct? 

Mr. Frernstncer. No, sir. We have self-administering regulations 
under which parties can agree to a cost of living wage increase and 
do not even have to come to the Board for approval. 

Senator CaApEHART. Your answer is that he could have put some 
wage increases into effect without your permission. He would have 
had to have notified you? 

Mr. Fernsincer. No; he just has to keep records. He does not 
even have to file. 

Senator Capenart. Just a minute. 

Were your recommendations more than they could have auto- 
matically placed into effect? 

Mr. Fernsrncer. Let me explain our regulation, to answer your 
question: If the parties want to use the normal base period or base 
date of January 15, 1951, they can do it without coming to the Board. 
If they claim that they have special circumstances and want to use 
some other base date they have to come to us for approval. 

Senator Carpenart. Couldn’t the steel companies have given the 
steelworkers everything that you recommended, without your per- 
mission? 

Mr. Fernstncrer. They could have agreed to it, surely, and then 
submitted the agreement to the Board. 

Senator Cargenarr. I understand that, but they could not have 
automatically put it into effect without your permission. 

Mr. Frinsincer. That is right, sir. 

Senator CapEHArRT. That is correct, is it not? 

Mr. Fernstnesr. That is correct, Senator. 

Senator CapEHart. Therefore, his statement was possibly correct 
when he said that it would end up in Washington? 

Mr. Frrnstncer. I do not think that is what he meant at all. 

Senator CapEeHART. Well, I think it is what he meant because I 
know of a company that offered their employees ‘‘X’’ amount of 
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increase in wages and a part of it of course they could automatically 
put into effect but the balance they would have to get your permission 
to do so. 

Mr. Frernsincer. He says, “I do not think there is any use in 
collective bargaining. This whole thing is going to be settled 
Washington, wage and price.”’ That is what he said. I do not say 
he was wrong or right. 

| just say we have not interfered with collective bargaining. 

Senator CapgeHartr. Let me ask one more question, if you will, 
please. Why did you give them more than they were entitled to in 
all your regulations? 

Mr. Frerysincer. | went through that this morning, sir. You can 
petition to the Board under our regulation. for everything that was 
permitted and we have regulations “and prior decisions under which 
every mill that we recommended could have been approved if they 
had come to us with an agreement. 

The CHAIRMAN. Senator Moody. 

Senator Moopy. The hour is late and 1 have but a few questions. 

I want to say | commend Governor Arnall for his desire to hold 
the line. I am sure all he wants, and certainly all I want, is a settle- 
ment of this thing which is fair to everybody and unfair to nobody, 
and which will return the industry to its owners as soon as possible. 

It seems to me we have to keep steel production going. We also 
have to have a stable economy. We also must of course operate our 
Government ,within the provisions of the Constitution. It was a 
terrible thing for the President to be forced, as he saw it and inter- 
preted his responsibility and his authority, to seize this industry. 

It seems to me we should find out whether the union is being 
unreasonable when it insists on a wage increase of this amount; 
whether the Board was unreasonable in insisting on a wage increase 
in lieu of a strike, or whether the industry staged a sit-down strike 
and refused to settle on fair terms. That is why I moved this morning 
and again in executive session this afternoon, that you two gentlemen 
and perbaps Mr. Putnam should be at a single table with the com- 
panies and the unions to get any differences there are between you 
right out in the open, in open rather than in executive session. 

I do not know whether the chairman informed you or not but that 
session has been scheduled for May the first. I am looking forward 
to it with a good deal of interest. 

Mr. Arnauu. Wonderful. 

Senator CaprHart. The gentleman was here when we agreed to it. 

Mr. Fernsincer. I want to differ with my colleague for the first 
time today. Gentlemen, anything that you see fit to do in your 
wisdom and request me to do I will do. I will participate in that 
discussion and do the best I can, but I want you to know the risks 
that you are taking. What you are doing is actually asking this case 
to be retried. You do not want to bring my whole tripartite board 
over here, do you? 

The Cuarrman. The reason why I asked for executive hearings 
here today and the reason why I have bad others is because I have 
tried to keep out of any newspaper arguments over who said what, o 
to have any dog fight because the only interest I have is in this com- 
mittee doing its job regardless of what anybody else may do, in the 
interests of the people and not in the interests of the newspapers. 
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Senator Moopy. I have been hopeful right along, as I am sure you 
have been hopeful, that this thing would be settled. 

It has seemed to me, however, that in the actual situation we are 
facing, where you have had an industry taken over by the President’s 
inherent powers, or what he considers to be his inherent powers, 
when you have the Senate of the United States in an uproar over the 
fact of whether he has exceeded his powers and there is a proposal 
made in the House by Representative Bender that he should be im- 
peached for what he has done, it seems if the case that you gentlemen 
have laid before us here is the proper case and cannot be refuted, I 
think the American people are entitled to know it. They have been 
very much confused by all the heat 

It seems to me that the only way to get down to cases here is to have 
around the same table, not for the benefit of the wage board or the 
steel companies or the unions or anyone else, but for the benefit of the 
public and of this committee, which has a responsibility for writing 
this legislation, a cross-fire of discussion in which the differences can 
be ironed out and the facts brought out. 

Mr. Fetysincer. Do I take it that you intend to have the industry 
people here with you one day and the labor people another day, and 
us separately a third day? 

Senator Moopy. No, sir. 

The industry people are coming in to testify, the labor people are 
coming in to testify as you have, in executive session. And then 
thereafter, after all three parties to this situation have presented their 
cases to the committee in executive session, and after the committee 
has had an opportunity to study the presentation made by each of the 
three parties, then there should and will be a panel discussion of those 
facts. 

It seems to me that the American people ought to have the facts 
as they have been presented here today, or perhaps as they may be 
contradicted. 

Mr. Fernsincer. I think you ought to reconsider that, Senator. 

Senator Capenart. To get the facts you are talking about would 
take 3 weeks. 

Mr. Fr INSINGER. I am willing to do it if you want me to. 

The Cuarrman. Let me say one thing for the record. When this 
thing first started one afternoon it was thought that it would be wise 
to have the steel people down here and Mr. Feinsinger and L| believe 
our office called you about a meeting to be held shortly. 

Mr. Frinsincer. That is right, sir. 

The CuHarrmMan. I determined that it would be unwise. If I have 
talked to Governor Arnall 1 time I have talked to Governor Arnall 
10 times, in person and in my office, about the same thing. Mr. 
Putnam has been to my house and has been to my office and we have 
discussed this thing. I believe the situation is serious in this country. 
This is the only committee that can legislate price control. They can 
have all the hearings they want in the Labor and Public Welfare Com- 
mittee about wages and that is their business, but the control bill must 
come from here. I have never wanted to do anything wrong—and | 
said this before that I just do not want to do anything that would upset 
the apple cart. That is the reason I have not had a meeting. I could 
have had a meeting here 2 weeks ago. 
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Senator Moopy. Mr. Chairman, I believe the chairman of the com- 
mittee was fulfilling his responsibility when he did talk to Mr. Arnall 
and Mr. Feinsinger. 

The CuHarrman. I talked to Mr. Putnam and Mr. Wilson and I 
talked to them all. 

Senator Moopy. And he was very wise in deferring action briefly. 

The CuarrMan. It would not be with Mr. Feinsinger, it would not 
be with the Wilson agency or the Putnam agency, it would be inter- 
preted the way the newspapers want to interpret them. 

Senator Moony. Perhaps I have more respect for them than you do. 

I would just like to complete this. 

The CHarrMan. You go ahead. 

Senator Moopy. It is a matter of the greatest concern when it 
becomes necessary, in order to keep steel production running, to seize 
an industry. I think if the President’s alternative was either to have 
a steel strike, at a time when our men are fighting and dying in Korea 
and when we must build our defenses rapidly to avoid the danger of 
an atomic world war, or seize the industry, we ought to do every- 
thing possible to get facts in the hands of the American people. 
Public opinion can be and should be a tremendous factor in bringing 
about a fair settlement in such cases. 

The Cuarrman. I think this committee should do it, but I do not 
know whether it is the best thing for this committee to do it directly 
rather than have somebody else do it. 

Senator Moopy. I would just like to have the facts brought out 
clearly. You have a statement by the President saying one thing and 
you have a statement by Mr. Randall, of Inland Steel, which says 
something else; you have the statements this morning of Mr. Arnall, 
Mr. Putnam, and Mr. Feinsinger. It seems to me if we are going to 
go into this thing at all we ought to have all three—management, 
labor, and Government—in here together. Then we will be able to 
make a judgment. Then perhaps, a settlement will be possible. 1 
think we ought to get the facts out. 

I just want to ask one question of Mr. Arnall. 

The CuatrMan. I want to make sure you get the facts but the 
meeting is up to the committee. We have received a lot of facts 
today that I am appreciative of. 

Senator SPARKMAN. There have been a lot of facts brought out here 
today that the public has not heard. 

Senator Moopy. That is my very point, Senator. 

The CuarrmMan. How are you going to get the public to know the 
facts? 

Senator Moopy. Put the television cameras in here and some news- 
papermen and they will find out about the facts. 

The CHarrMan. We have agreed to have a public hearing. 

Senator Moopy. If there were ever hearings that should have people 
looking in on through television all over the country, this should be it. 

Senator Capenart. I hope it does not work out like some of the 
labor negotiations I have sat in on. 

Senator Moopy. Mr. Arnall, labor and material cost increases in 
steel, between June of 1950 and July of 1951 appear to have exceeded 
steel’s price increases by about $3 a ton, as indicated by the fact that 
they are entitled to a $3 Capehart increase. Is that correct? 

Mr. Arnau. They raised prices about $8 I think during that time. 
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Senator Moopy. I know, but the steel price increases were exceeded 
by steel cost increases by about $3 a ton. If that were not true they 
would not be entitled to $3 under the Capehart, is that not right? 

Mr. Arnau. That is right. 

Senator Moopy. Is it not true that during that period, steel profits 
went up about $2? 

Mr. Arnau. The trouble is that you break up a year on July 26, 
whereas our figures are based on annual return, which makes a differ- 
ence. Do you follow that? 

Senator Moony. Yes, indeed. 

My point is, if these facts which are presented are true—— 

Mr. Arnau. They are true. 

Senator Moopy. Then added costs do not necessarily mean less 
profits, do they? 

Mr. ArNALL. That is absolutely true, in all American business. As 
Senator Maybank pointed out, through increased efficiency, greater 
productivity, new ideas, greater salesmanship, larger output, and so 
forth, through all those things you do that, sure. It is not necessarily 
true. 

The CuarrMan. If it is the desire of this committee to have a public 
hearing, we are going to have it. This is the first time it was ever 
asked. I do not want anyone to think that I am hiding things from 
the public. Somebody might think that I have been talking in the 
dark here. 

Senator Moopy. Nobody would ever think that of you, Mr. Chair- 
man. 

Mr. Fernsincer. I want to know if you want the tripartite board 
here. 

The CuarrMan. That will not be necessary. 

Mr. Fernsincer. I will try to be as tripartite as I can. 

Senator CapEHarr. I want to place something in the record. 

The CaarrMan. Without objection it will be placed in the record. 

(The information referred to follows:) 


Mr. Cappuart. Mr. President, I had intended not to speak on this subject 
until after tomorrow, for the reason that on tomorrow there will appear before 
the Banking and Currency Committee, of which I am a member, Mr. Feinsinger, 
chairman of the Wage Stabilization Board; Mr. Steelman, the Acting Director of 
the Office of Defense Mobilization; Mr. Arnall, Director of the Office of Price 
Stabilization; and Mr. Putnam, Administrator of the Economic Stabilization 
Agency. At that time we shall try to obtain from them the facts. It is my hope 
that after we have heard the testimony of those gentlemen we shall hear from 
representatives or executives of the steel companies who know the facts; and 
that thereafter, having all the facts at our command, we shall reach a decision as 
to what should be done or what should not be done with respect to this matter. 

However, the amendment is before the Senate this afternoon, so I shall discuss 
it briefly. 

Mr. President, one of the chief problems confronting the Congress is that of 
obtaining the facts. What are the facts in the present case? This afternoon I 
have listened, as I did on Thursday and Friday, to a great deal of demagogery, 
many statements, truths, half-truths, suppositions, accusations, and condemna- 
tions of this group, that group, or the other group. But what are the facts? 

It seems to me that at the moment, so far as this debate or this amendment is 
concerned, we should be concerned with only one fundamental fact or fundamental 
principle, although, of course, in our committee we shall try to obtain many facts 
bearing on this question. So far as I personally am concerned, the amendment 
now before the Senate relates to only one fundamental fact or one fundamental 
principle. Thus, in voting on the question of the adoption of the amendment, I 
shall not give consideration to the question of whether the steelworkers are 
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correct in their views or whether the steel conpamies are correct in their views or 
whether there should be an increase in the wages of the steelworkers. I believe 
there should be some increase in their wages, but I am not prepared to say how 
much the increase should be. Of course, as a businessman, I know that if wages 
are increased prices must be increased. In this instance I do not know how much 
the increase should be because I do not have the facts. 

However, Mr. President, I shall vote in favor of adoption of the amendment for 
the reason that the greatest asset we have as Americans is the American system of 
government. When the President of the United States seizes private property, 
as he has done, I believe the American system of government is being broken 
down and destroyed. I would prefer to have a 10-day or 30-day steel strike, if 
you please, rather than to have established a precedent which would destroy the 
American system of government. 

Mr. Bripvees. Mr. President, will the Senator from Indiana yield to me at 
this point? 

Mr. Capenart. I prefer not to yield at this time, if the Senator from New 
Hampshire will pardon me. I shall yield in a moment. 

Mr. President, what I have just stated is, to my mind, the big issue. The 
President has seized the steel mills. I shall not take time now to read the state- 
ment the President issued over the radio and the television; suffice it for the 
present to say that at that time the President took the position that he was correct 
and that the steel companies should pay increased wages to their workers, or, in 
other words, should do what the Wage Stabilization Board had recommended, 
and should do it without an increase in the price of steel. I do not know whether 
the President is right or wrong in that regard. For the purpose of this argument, 
so far as I am concerned, that point will not enter my mind. 

Because the steel workers and the steel companies were unable to agree, the 
President of the United States proceeded to seize the steel mills—private property 
without having any statutory authority for doing so. The President himself 
admits that, and I believe there is no argument on that point; certainlv I have 
not heard anyone say that the President had any authority for that action other 
than the inherent powers which may exist under the Constitution. At any rate, 
the President had no statutory authority for the action he took. 

On the other hand, there was a statute by means of which he could have pro- 
ceeded to stop the strike. That statute is known as the Taft-Hartley Act. Re- 
gardless of whether the Taft-Hartlevy Act is a good one or a bad one, regardless 
of whether the Congress should have passed the Taft-Hartley bill or should 
not have passed it, and regardless of whether 3 days or 5 days or 10 days would 
be required to put into effect the provisions of that act, the President of the 
United States should have used the available law on the statute books, for, 
after all, the President of the United States has no more right to violate the 
law than does any other citizen of the United States. 

The argument the President has used and the argument which has been stated 
on the floor of the Senate against the use of the Taft-Hartley Act was that 3 
days or 5 days or 10 days would be required to put its provisions into effect, 
and the result would be the loss of X thousand tons of steel. But, Mr. Presi- 
dent, I say to you that we had better lose 5,000,000 tons of steel rather than 
lose the American system of government. Whenever there is a disagreement be- 
tween the owner of a business in the United States or between a group of owners 
or businesses in the United States and those who work in the plants, if the parties 
to the disagreement can run to Washington and ean say, ‘‘We cannot get together,”’ 
and the President is to be the sole and only judge of whether he should seize the 
property involved, then I say we shall lose the American system of government. 

Of course, the President said he acted as he did in the best interests of the 
people. I am willing to admit that possibly he thought he was doing so, as he 
viewed the situation. But I wish to remind the Senate and the American people 
that everything Stalin ever has done in his official life he has claimed he did in 
the best interests of the Russian people. Similarly, every move Hitler ever made 
was claimed to be in the best interests of the German people. That is clearly 
shown by the orders issued at the time. In the same way, every move Mussolini 
ever made under his inherent powers as a dictator, with himself the sole judge, 
he claimed he made in the best interests of the Italian people. The same can 
be said of Napoleon, so far as the French people were concerned, and of every 
other man who took upon himself the power and the right to act in his own name, 
without the benefit of legislation. 

The other day the Government of one of our good neighbors to the south, Cuba 
was taken over by a general. That act was consummated without the firing of 
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a shot. The general’s answer was that he took that action in the best interests 
of the people of Cuba. He claimed that the government previously in power 
could not longer serve the people of Cuba well, and that therefore it was neces- 
sary that he take over the Government. In Argentina, Peron has acted on a simi- 
lar basis. 

Mr. President, we had better forget whether we would lose a little steel pro- 
duction and we had better forget everything else except the question of whether 
we are establishing a precedent which will destroy the American system of Govern- 
ment, the greatest asset we as Americans have. After all, the American system 
of Government, and nothing else, is what has made our Nation great. Of course, 
we like to throw out our chests and say that we are the great Nation we are because 
we are more intelligent than other people; in fact, in Indiana we sometimes say, 
“We are smarter than other people.”’ We often say that the present high standard 
of living we enjoy—with more automobiles, more telephones, and other conven- 
iences used in the United States than in anv other country—is because, so we 
say, we are more intelligent because we are Americans. However, Mr. President, 
there is no such thing as an American in the sense of blood or nationality, because 
America is made up of people of every known nationality. In fact, the only 
difference between any two Americans is the difference in time between the arrival 
of themselves or their grandparents or their great grandparents or their great, 
great, great grandparetns in the United States, from some other country. 

That is the only difference between any two Americans. We are not more, 
intelligent than other people. We enjoy our high standard of living and we 
enjoy the freedoms we have, and all the other things with which other Senators 
are as familiar as am I, because of the American system of Government under 
which we have been living. We have a Government of laws, a Government made 
up of three distinct branches, the executive, the legislative, and the judicial. 

But there has been a tendency during many years past for the Executive of the 
Government— lI dislike to make this statement—to take over and do, Mr. Presi- 
dent, as he pleases, disregarding the Constitution of the United States. I have 
sat on this floor within the past 3 or 4 days listening, as Senators laughed at the 
Constitution of the United States, Mr. President, if you please, and scoffed at it 
I have listened to them either say or intimate that one ‘‘cannot eat it,’? and | 
have listened to them say that the President of the United States had the power 
and right to take over the steel industry. 

lam not arguing, and I am not going to get into the argument, as some have 
done, that the steel mills represent a giant monopoly, that their owners are bad 
boys. Perhaps they are bad boys, perhaps they constitute a monopely. But I] 
should like to remind those who have been talking along that line, that possibly 
they and their party above all others are responsible for thei: being bad boys and 
are responsible for their being a monopoly, since their party has been running the 
Government for the past 20 vears. I do not intend to become involved in an 
argument on that point; it makes no difference to me; but every Member of this 
body ought to be equally interested in uphelding hi. oath of office and in protecting 
and defending one American or one small business or one large business, and in 
defending the American system of Government. That is our responsibility and 
duty. 

The President of the United States seized the steel industry. He has the steel 
mills. The Congress of the United States is saving, or I hope it will say through 
this amendment, ‘‘Mr. President, you cannot do that.’”’ I am aware of the fact 
that if we should say that, he would have to return the steel mills to the steel com- 
panies, and then, if the steel companies and their wage earners could not get 
together, he would have to invoke the Taft-Hartley Act. I am also aware of the 
fact that if, at the end of 80 days, he failed in his efforts under the Taft-Hartley 

Act, the Congress would have to pass new legislation, unless the steel companies 
and steel workers were able to get together. Yet, Mr. President, I say to you 
I would rather go through that course than to sit here and permit by inaction the 
President of the United States to seize private industry without statutory au- 
thority. 

I do not like to refer to our good neighbor to the south, but when the President 
of the United States was at Key West, 90 miles across the water a general took 
over the Government of Cuba. He simply walked in and took it over. No one 
in the United States paid any attention to it. We say it cannot happen in 
America. I say it may happen in America. 

I do not know what we are thinking about when we draft our boys, put them 
into the armed services, send them to defend freedom and the private-enterprise 
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system, and then show so little concern about it ourselves on the floor of the 
United States Congress. What are we thinking about, Mr. President? 

I hope Congress has the courage to say to the President of the United States, 
‘‘We think our judgment is as good as yours, and we want to follow the Consti- 
tution of the United States. We want you to follow the Constitution and the 
laws of the United States. We do not think there is an emergency existing at the 
moment that permits you to seize private property in America.’ 

Senator Frear. Going back to the question I asked Governor 
Arnall, about the $300 per family, that was based on a $12 per ton 
increase in the price of steel. 

Mr. Arnau. And the carry-through into the other items, including 
parity and so forth. 

Senator Frear. What is this carry-through that you are talking 
about? Is it any increased wages in any other industry? 

Mr. ARNALL. Well, if you break through on the $12 a ton increase— 
if there were to be this break- through, which is not going to be— 
then you would dislocate the entire economy and you would have 
corresponding price increases first to the fabricators of steel, the people 
who use steel, the fence and wire people, the farm machinery people, 
and then it would go on until you would get into parity and then food 
would go up ar¢ clothing would go up and that in turn brings on 
more wage increases and away you got to a spiral. 

Senator Frear. Oh, yes; but that is just what I am getting to. 

If this brings on more wage increases, what you have just now done, 
as I gather from the Chairman of the W age Stabilization Board, 
that part of this recommendation was to bring the steelworkers up 
to other industries—automobiles and other things—if you give them 
a $1.50 a month increase to the family, or $6 a ton in round figures, 
then that will eventually involve some increase in prices due to in- 
creases in wages in the other industries; not steel. 

That is, the automobile or some other industry. Am I correct in 
that, or am I not? Is that what your $1.50, or $300 would be based 
on? 

Mr. Arnau. If you break it with steel, it is passed on. If you hold 
it with steel, it will not be passed through. 

Senator Frear. Then you are setting a precedent by an increase 
in wages as recommended—not you, Governor Arnall? 

Mr. ARNALL. Me? 

Senator Frear. No; not you, the Chairman of the Wage Stabiliza- 
tion Board. 

Mr. Frernstincer. No; not me. No precedent. They are merely 
catching up under our regulations. 

Senator Frear. Let us call it catching up, then. 

Now, then if we go back to this other and there is an increase going— 
we will take the Capehart amendment of $3 a ton, then that would be 
$75 per family. Then that is going to increase wages in some other 
industry. They cannot increase wages in some other industry unless 
you say so, or somebody. 

Mr. Fernstncer. Capehart extends only to increases incurred prior 
to July 26, 1951. 

Senator Frear. He is talking about $12 a ton increase per ton of 
steel, that is going to mean $ $300 a ton per family in this country. 

Now, if you get the Capehart, itis$3aton. That is $75 per family, 
if my figuring is correct. 

Mr. Frrnstncer. There will be some increase, you are right. 
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Senator Frear. Where is that $75 coming from? Is the $75 in the 
same proportion as the $300 would be in price per ton? 

Mr. Frimnsincer. That is the Governor’s syllogism, and not mine. 

Mr. ArNALL. My point is this, if you give them the $3 a ton 
increase under Capehart, you do not pass it on in price increases. 

Senator Frear. Oh, no, I do not understand it that way. They 
are entitled to $3 a ton increase if they apply to you and you cannot 
keep them from this. You are going to give it to them. If they 
get $3 a ton increase, if your figures are correct, every family in this 
country will pay $75 additional a year. 

Mr. Arnau. I do not agree to that at all because it would not 
break the price line on parity or break it on anything else, because 
the steel people are entitled to it under Capehart. 

Senator Frear. But you are increasing the price of steel $3 a ton. 

Senator Capenart. Will the gentleman yield a minute? 

Senator Frear. All right. 

Senator Capenart. He placed his finger on the thing that I feared 
we were going to have trouble with when we passed the Capehart 
amendment. That is, all business in America would be able to pass 
on increases after July 26. 

What he said is that $3 that they will get, even though they in- 
crease their price of steel $3, the fellow to whom they increase it, his 
costs will be increased $3 but he cannot increase his price because of 
the July 26, 1951, cutoff date in the Capehart amendment. 

All the criticism I have taken came from the source which I never 
expected it to come from, but did not come from the source I ex- 
pected it from, namely the businessmen, because they really had a 
kick coming if they wanted to use it. 

Senator Frear. Just one final question, and you can turn it over 
to Dr. Feinsinger, if you do not want to answer it. Maybe he does 
not want to answer it. 

In this incre “vase of $6 a ton or $12 a ton, whatever it means to the 
family, $75, $300, or $150 a vear to the family. Some of that will 
come in the form of increased wages in some other industry than the 
steel industry. 

Mr. Arnau. I do not think that is true. 

Senator Frear. What did you base vour $300 per family on? 

Mr. ArRNALL. Because when you once break the price rules by 
making an exception for steel, then you can’t hold the price level 
against fabricators of steel or any one else. Wages go through with 
it, parity goes through, and the whole ee onomy fee ls the full brunt of it. 

Senator Frear. Good, but vou hi ave s said that you cannot deny the 
steel industry $3 per ton under the Capehart amendment. 

Mr. Arnau. We will give it, but we will deny increases to the 
others who are not entitled to them. That is the point. 

Senator CareHart. That is why you picked the $300 out of the air? 

Senator Frear. But, you are going to give it to any of them that 
come back? 

Mr. Arnau. If they are entitled to Capehart. The steel com- 
panies may be entitled to Capehart, but the fabricators may not be 
entitled to Capehart, so you would stop it right there. 

[ regret very much, Senator Frear, we cannot get into accord. 

The CHatrMan. I want to ask two questions. 
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The steel companies say a price ceiling increase is needed to cover 
the wage increase in order for them to make at least 85 percent of 
their 1946—49 profits. 

OPS says no price increase is needed. 

Why not, as middle ground, give a price increase under the Capehart 
amendment and set a future date, 3 or 6 months, after operation to 
see who is right on the first problem? 

Mr. Arnau. That would be fine. 

Now the other question is this. You said there was a voluntary 
agreement for the steel companies not to ask for a further increase. 
Who made the agreement? 

Mr. ARNALL. The steel companies were the ones, in approval of 
the Justice Depar tment. 

Senator Capenart. What is that, now? 

Mr. ArRNALL. It is a voluntary agreement which was a compact 
between most of the steel companies and the Office of Price Stabiliza- 
tion, with the approval of the Department of Justice. 

The CHarrMAN. We put in the law that where there was a voluntary 
agreement the parties would not be subject to certain provisions of the 
antitrust laws. Is that right? 

Senator ScHorrreL. What were they to get for that agreement? 
Who knows what they were to get for that agreement, now? 

Mr. Arnaut. They were not to get anything from it. They just 
agreed not to increase prices. 

Senator Caprnarr. Do you mean it was a three-cornered affair 
between the 49 steel companies, yourself, and the Attorney General? 

Mr. Arnau. No; not me, this was before my day. 

Mr. Puetps. This agreement we are speaking about is a voluntary 
agreement reached with the steel industry. 

The CuarrMan. And the Secretary of Commerce? 

Mr. Pueurs. No; we negotiated it, in ESA. 

Senator Caprenart. What date? 

Mr. Puevps. In late November, or early December 1950. This 
was a voluntary agreement arrived at under the terms of the Defense 
Production Act as you suggested. Under that agreement, the steel 
industries who signed the agreement stated they would give us 20 days 
notice prior to.any proposal to raise prices. 

That agreement still exists. 

Mr. Acktey. The steel industry is still under that voluntary agree- 
ment. 

Senator Scnorppe.. I would just like to ask this question. I do 
not know whether it is proper or not, but it concerns me. 

Mr. Feinsinger says that the steel industry or the steelworkers are 
now catching up, and it is a late date for them to catch up, if that is 
the case, and | thoroughly agree with these colleagues of mine that 
they are entitled to some increase. What the correct figure is I do not 
know. 

What it is, Ido not know. Now, this is probably shooting at some- 
thing all right, but I think it is pretty fundamental the way I look at it 

Let us assume prices go down on commodities, food, clothing and 
every thing else. 

Where are we going to stop, bringing these people in industry up to 
where they should be if we are going to “alw ays catch up with the wages 
allowed other industries? 
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I think there are certain industries that think they are the bell sheep 
in wages. I am thinking in terms of the oil business. I think it is 
without question, outside of some technical employment of the highly 
skilled, an industry, far ahead of all other industries. 

And they take pride in that position. 

Well now, are we going to indulge again in a leapfrog action? <Ac- 
cording to the newspapers, they say it looks as though there will be an 
industry-wide strike in the oil industry that furnishes 57 percent of all 
the energy in the United States—that is oil and gas. Then where are 
we going to be? Does this mean labor in all industries eventually must 
be brought up to the group or industry that tops them in wages? 
Where will this end? 

Mr. Frernsincer. You will be glad to know, Senator, that we had 
the oil dispute before us, and we got both parties to agree to go back 
into collective bargaining at the local level and settle it themselves if 
they could. 

Senator ScHoEPPEL. I am glad to hear you say that, because | 
think it should be at local level and I do not think it should be at 
industry-wide level because I think that is out of character for that 
industry. 

Mr. Fernsincer. If those employers reach agreement and those 
employers are simply trying to get what they are entitled to under 
our regulations, then they ought to have it. 

Senator SCHOEPPEL. I am concerned about where we are going to 
draw this line. Someplace, somehow, this pitch-off is coming. Then 
how are we going to get back down, unless we are going to find them 
pricing themselves out of business in this country. 

Mr. Frernsincer. On the wage side, there are definite standards. 


There are limits to what can be paid. Take our cost-of-living policy, 
for example, which is one of the most commonly used of our policies. 
That is clearly and definitely tied to the cost-of-living index. And 


our other policies also establish upper limits, such as the level of 
fringe benefits prevailing in the area or industry, which are not to be 
exceeded. We have drawn the line. 

Senator Moopy. For Senator Schoeppel’s benefit, the reason | 
suggested earlier in the day the consideration of this sliding seale 
formula that the automobile union and General Motors went into is 
for the very reason you bring out. 

They have a productivity increase, but they have a sliding scale 
up for the cost of living and a sliding scale down when it is going 
down, and it adjusts both ways and it has adjusted both ways, has 
it not, Mr. Feinsinger? 

Mr. Fernsrncer. That is right, sir. 

The CHarrMan. Have you considered that in this ‘negotiation? 

Mr. Frrnstncer. We did, but neither side wanted an escalator 
clause. They do not have to have it. 

Senator SPARKMAN. Let me ask this question. 

You gave some standards. 

Now, you were on the War Labor Board during the last war, were 
you not? 

Mr. FrmInstncer. Yes, sir. 

Senator SpaRKMAN. Did we not have similar factors, but went 
further, that they would be granted for those purposes only im the 
event it held the line which was known as the Little Steel Formula? 
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Mr. Fernstncer. We had the Little Steel Formula and we had 
fringe adjustments. In those days, we did not have very many. Our 
governmental policy was this, that if the wage increase was going to 
require a price increase, it had to be approved by the Economic 
Stabilization Administrator but we never had a rule that you could 
not recommend a wage increase or approve it, if it resulted in a price 
increase. 

Senator SPARKMAN. Why do we not have some kind of a formula 
today that will re quire a similar coordination? 

Mr. Ferstncer. The trouble with it is that if you get into the 
question of ability to pay, then you get it on the upside as well as the 
downside and the employer who has a lot of money, who happens to 
be in a good profit position has to pay more wages and I do not 
think you should do that in these times. 

You have to consider both sides of the thing. We have taken out 
ability to pay as a criteria in wage settlement during this period, 
either on the upside or the downside. 

In addition to the Little Steel Formula, the War Labor Board 
granted adjustments under other standards—interplant inequities, 
intraplant inequities, rare and unusual manpower cases and sub- 

rm 7 ° 

standards. The War Labor Board reviewed the proposed wage 
adjustments under its own standards, leaving it to the price officials 
and the Office of Economic Stabilization to determine whether wages 
should be raised even though a price increase was requested. The 
administrative set-up today is similar, except that we are now all in 
one agency, as Congress intended, instead of being three separate 
agencies. Our basic wage and price policies are submitted to the 
Stabilization Administrator for approval. 

No single formula could be applicable on both the price and wage 
sides. They are different problems and the act recognizes that there 
may be different standards applicable to each. We have now effective 
formulae on both the price and wage sides and effective coordination 
between the two. 

Senator SPARKMAN. We thank you. 

I understand the Governor wants to report on decontrol. 

Mr. Arnau. Let me put this in the record. 

(The document referred to follows:) 

Here is a summary of the suspension orders announced by Mr. Arnall: 
General ove rriding re gulation 4, revision 1 

This regulation suspends from price control: 

1. Domestic and imported raw and processed wool waste materials containing 
25 percent or more of wool by fiber weight. 

2. Burlap: In addition to this revised GOR 4, a suspension amendment to 
Ceiling Price Regulation 40 (burlap) is being issued at the same time. Some 
constructions of burlap, however, are not covered by CPR 40 and are subject to 
Ceiling Price Regulation 31 (imports). Similarly, wool waste has been covered 
by the General Ceiling Price Regulation, and although a tailored wool waste 
regulation is also being issued, it will not be made effective unless the suspension 
of wool waste is terminated. Therefore, OPS said it is suspending controls on 
wool waste and burlap by means of this general overriding regulation. 

On the other hand, where tailored regulations completely cover the commodities 
to be suspended, suspension action is being accomplished by amendment to those 
regulations. Untanned domestic bovine cattlehides, kips and calfskins, for ex- 
ample, are being suspended from price control at this time by an amendment to 
Ceiling Price Regulation 2, Revision 2, which covers all sales of these commodities 
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Ceiling price regulation 2, revision 2, amendment 1 


Suspended by this action are domestic cattlehides, kips, calfskins and cut parts 
thereof suitable for making leather. Imported hides, kips and calfskins are still 
subject, however, to provisions of the General Ceiling Price Regulation. 

Control will be reimposed if prices of significant selections or types of catt lehides, 
kips and calfskins reach 80 percent of the presently established ceilings. OPS 
cited light native cows, a key hide type, as an example of how far hides are selling 
below ceiling. This commodity is currently selling at approximately 14 cents a 
pound, although the authorized ceiling under CPR 2, Rev. 2, ranges from 31 to 
32 cents. 


CPR 35, Rev. 1, Amdt. 1, CPR 20, Amdt. 3 


These actions suspend greasy wool, scoured wool, wool top, wool noils, alpaca 
fleece, alpaca top, alpaca noils, and wool futures transactions. Control will be 
reimposed, however, if the price of a wool futures contract for the nearby month, 
as published by the Wool Associates of the New York Cotton Exchange, reaches 
$2.36 a pound, clean basis. 

OPS pointed out that wool prices have steadily declined until by the middl 
of April 1952, 64s average woo! was traded at $1.50 per pound—approximatel) 
44 percent below the CPR 35, Rev. 1 ceiling of $2.66. 

CPR 141 

CPR 141 establishes dollars-and-cents ceiling prices for sales of certain domestic 
and imported raw wool waste materials, containing 25 percent or more of wool 
by fiber weight and which have been sorted free of foreign matter and classified. 

The ceilings are below levels prescribed by the General Ceiling Price Regulation 


—which up to this time has governed the sale of raw wool waste. This regulation 
brings the ceiling prices for raw wool waste materials into line with the wool 
ceilings as established in CPR 35, Rev. 1. Although issued today, CPR 141 will 


not become effective until ordered by the Director of Price Stabilization or, in any 
event, when suspension of CPR 35, Rev. 1, 4s terminated. 

Today’s action of including raw wool waste materials in GOR 4, Rev. 1, has the 
effect of suspending them from the control provisions of the GCPR and from all 
other price controls. But in event it is decided to reimpose controls on this 
commodity, the provisions of the new CPR 141 will prevail and not those of the 
GCPR. 

CPR 40, Amdt. 1 : 

Suspended by this action are sales of imported burlap of the 80 constructions 
which are described in Appendix A of CPR 40. OPS announced, however, that 
if the price of 40-inch, 10-ounce burlap rises to 24 cents per yard or the price of 40- 
inch, 74-ounce burlap rises to 18 cents per yard, controls will be reimposed. 

The CPR 40 ceiling on the basie 40-inch, 10-ounce burlap is 32.3 cents per 
yard at the dock, but this construction is now selling at approximately 50 percent 
below ceiling. Furthermore, jute, from which the burlap is made, is expected to 
be in plentiful supply because of the large carry-over from the 1951—52 crop and 
favorable prospects for a 1952—53 harvest. 


CPR 6, Amdt. 18 


This amendment accomplishes three things: 

l. It revises downward the ceiling prices of crude soybean oil, crude cotton-seed 
oil and crude corn oil. 

2. It establishes dollars-and-cents ceiling prices for processors’ sales of lard 
which were formerly covered by the General Ceiling Price Regulation. 

3. It provides for a suspension of all provisions of CPR 6 and other regulations 
insofar as they apply to commodities for which new ceiling pirces are fixed by this 
amendment, and also for suspension of the provisions of CPR 6 applying to tal- 
lows and greases, animal fat waste materials, and vegetable oil soapstocks. 

Although the new ceilings for the named oils are below those in effect before 
issuance of this amendment, they still are 60 to 75 percent above current market 
quotations for those commodities. In event control is reimposed, these new, 
lower ceilings will be in effect instead of the higher ceilings originally specified in 
CPR 6. 

As revised by this amendment, the new ceiling price of crude soybean oil is 
16% cents per pound, f. o. b., Decatur, Ill.; of crude cottonseed oil, 18 cents per 
pound (Valley basis), and of crude corn oil, 19 cents per pound, f. 0. b., United 


’ 
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States mills. A basic price of 17 cents a pound is established for loose lard at 
Chicago. As noted, however, these ceilings are suspended with today’s suspen- 
sion orders. 


Prior to today’s suspension action, the ceiling price on loose lard at Chicago 
under the General Ceiling Price Regulation was approximately 17 cents per 
pound. CPR 6 ceilings on crude vegetable oils were: soybean oil, 20% cents per 
pound, f. o. b., Decatur, Ill.; cottonseed oil, 23% cents per pound (Valley basis), 
and corn oil, 2414 cents per pound, f. o. b., United States mills. 

As of April 14, crude cottonseed oil was quoted at 104 cents per pound (Valley 
bais); quotations on crude soybean oil ranged from 9% to 9% cents per pound, 
f. o. b., Decatur, Ill.; crude corn oil was quoted at 11% cents per pound, f. o. b., 
United States mills; loose lard at Chicago sold at 9% cents a pound. All these 
prices are substantially below ceiling—a situation which also exists in the case of 
inedible tallows and greases, vegetable oil soapstocks and fat-bearing and oil- 
bearing animal waste materials. Inedible tallow, fancy grade, is currently selling 
for less than 6 cents a pound as compared with a ceiling price of 10% cents; yellow 
grease at less than 5 cents a pound as compared with a ceiling price of 9% cents; 
and raw vegetable oil soapstocks at around | cent a pound as compared with a 
ceiling price of 6 cents. | 

The Director of Price Stabilization will rescind this suspension in whole or in 
part as appropriate if quotations of actual transactions in established spot or 
future markets reach the following price levels: crude cottonseed oil, 15'4 cents, 
Valley basis; crude soybean oil, 14 cents, f. 0. b., Decatur, Ill.; crude corn oil, 
16% cents, f. o. b., United States mills; fancy tallow, 9 cents, New York; and loose 
lard, 14% cents, Chicago. The price levels at which this suspension would be 
rescinded on the named crude oils and lard are 2! cents and on tallow 11 cents 
below their respective ceiling prices. 

Senator SPARKMAN. You have decontrolled hides and kips and wool 
and a lot of other things down there that there is no reason to control. 

Will you tell the committee what you intend to do in the future? 

Mr. Arnau. Mr. Chairman and gentlemen of the committee, 
the committee has expressed interest in OPS moving as rapidly as 
we can into fields where we can safely suspend price control. 

The CHatrMan. We read the statement you sent down here. 

Mr. ARNALL. Suppose I put into the record what we are moving on. 

Today we announced suspension on kips, cattle hides, calfskins, 
tallow, lard, animal-waste materials, vegetable soapstock, crude 
cottonseed oil, crude soybean oil, crude corn oil, burlap, wool, wool 
waste, wool tops, wool noils, and alpaca. 

Senator Frear. Mr. Chairman, does he have any trigger-point on 
those things? 

Mr. Arnau. Yes, they are all in here. 

May I put this in the record? This is my statement for the record 

(The statement referred to will be found in the appendix, p. 2417.) 

Mr. ARNALL. You have a different regulation on each of these. I 
will furnish you all with copies, Senator. 

rn _ y . ° ° 

The CHarrmMan. We had copies this morning. 

Mr. Arnau. The trigger points are designed to catch it before the 
present ceilings are reached but they are various steps below the ceiling 
depending on the type of item. For some we can follow the daily 
quotations in the newspapers. For other ones we have to secure the 
information. 

Senator Frear. I cannot understand why you have to recontrol 
cottonseed at 18 cents when the ceiling you started down from was 
2345 cents. You are raising prices on one hand, and are going to give 
them an increase. 

On the farm commodity of cottonseed, you are going to pull the 
strike on them for 5 cents a pound. 
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Mr. Puevrs. We moved into control and accepted at the outset a 
price slightly below the peaks, but one which was still admitted to be 
excessive by nearly everyone in any of the industries involved. 

We have now made, after the passage of time, an examination of 
what has happened, what the markets will sustain, what the likely 
prospects are in the future and so on. 

We are now proposing to realine all of the oils, their relationship 
not only within the family of oils, but to other commodities such as 
soybean meal, and so forth. 

We are raising the ceiling on soybean meal, for instance, but reducing 
ceilings on certain of these oils and then suspending them. When we 
have finished that job, we will then be reflecting the parity require- 
ments of the law, not only in connection with the oils, but in connec- 
tion with these other products, such as the meals. Moreover, we will 
be providing a price structure which makes much more sense in 
present economic conditions. 

Senator Frear. Now, do you through this fine cooperation of Mr. 
Putnam get over into the wage side, into distributor’s category there? 

Mr. Frrnstncer. That is your category. You are raising wages in 
steel now. You have offered 12% cents effective January 1, I under- 
stand. 

Senator Frear. I will live up to that one, too, sir. 

Mr. Feinstncer. You will have a hard time. 

Senator Frear. I am going to try to see that they get an increase in 
the price of their steel, sir, too. 

But in this cooperation over here, and whoever is on the other side, 
I do not care whether it is Mr. Feinsinger or who it is, there is some- 
body who is going to be in charge of wages. 

Now if you are going to put the producer down on cottonseed oil, 
striking 5 points from his ceiling down to another ceiling and the 
farmer now, by the way, is only getting about 58% cents an hour, and 
vour steelmen are up $1.81 or $1.88 or something like that —I do not 
begrudge it to them, I want them to make it, I want the farmers to 
make more money too; but if you cut their ceiling price by 5 cents 
on this deal and if you go right down the board and make a formula 
for that where you are going to have a trigger point to reduce the 

ultimate ceilings from what they have been, “then I think it is time 
to have some consideration on the other side for wages because the 
cottonseed producer who is producing cotton and who is going to stop 
himself at 18 cents is going to pay $50 more for a tractor to produce 
that cotton. 

Mr. Pue prs. His situation will be improved by the fact that in the 
event his costs go up or the demand for his product goes up he will 
have an opportunity to go from his present market price, which may 
well be depressed, back up to our ceiling—very considerably up. 

(Discussion off the record.) 

Mr. Arnaut. We are not going to hurt the farmer. Now, listen. 
Here is the way it works. You take your cottonseed and some of that 
cottonseed goes into meal. Some goes into hulls. Some goes into oil. 

Now, our problem has been to try to bring it into proper perspective 
between meal, oil, hulls and so forth, and as we cut down that little 
fraction on oil we go up on the meal so the farmer gets the same thing. 

Senator CaPpEHART. You are going to raise the ceiling on the meal? 


Mr. ARNALL. Yes. 
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Senator Caprnarr. What is it now? 

Mr. Puevrs. $74 a ton. And we are raising it to $81 a ton. 

Senator Frear. You are going to raise the ceiling on that so that 
it will go up? 

Mr. Arnau. Let me tell you why you have to do that. 

You see, we are not as bad as you make us out. 

Senator SPARKMAN. Cottonseed oil is out of proportion. 

Mr. ARNALL. It is out of focus. We have to get meal so you can 
feed your cattle and get the milk and feed your chickens and get the 
eggs. Therefore, we have to encourage the people to make the meal. 

There have been a few Senators talking to us about soybean meal, 
corn meal, cottonseed meal. 

Senator Frear. Governor, you are talking about this and the gentle- 
man to your left there just said that he made this recommendation 
because he wanted to bring steel wages up to wages of other industry. 
Now, why in the dickens do you want to cut the cottonseed producer? 
Why do you not bring him up, or whatever you have low, bring it up 
to cottonseed? 

Mr. ArNnaALL. We are going to help the farmer. If this thing will 
not do it, we will change it. 

Senator Frear. If you are going to cut this 

Mr. Arnau. If this is designed to hurt the farmer, we will change it. 

The CuarrMan. I only want for the record what vou are going to do. 

Mr. Arnau. We are trying to help the farmer get more for his en- 
tire product rather than less by adjusting meal, oil, hulls, and the prod- 


ucts from these items. We are trying to bring them into proper 


relationship. 

Now, let me go to cotton. You mentioned that. Cotton and 
textiles. They are the next items on our agenda. It is very difficult 
for us to deal with raw cotton in a vacuum because we should look at it 
in connection with the textile industry which is more depressed than 
the raw cotton industry. 

Senator CapenART. You better get around to it before May 16 
because we are going to write up the bill then. 

Mr. Arnau. We have to keep everything going as best we can, 
Senator. 

Senator ScHoepre.L. Mr. Chairman, I would like to ask the Gover- 
nor this question: 

Now, you have your decontrol there worked out, that which you 
have put in the record now. 

Is that your first stage or first step? Do you anticipate making 
some readjustments and determinations as to all perishable com- 
modities and foods and soft goods in staple lines and all? 

Mr. Arnau. What we are doing is purely experimental. There 
has been a lot of argument about whether if we took off the ceiling 
price, items would go up or down. Do you remember that? We will 
see how this works and we wil] move into other fields. 

Senator Scuorppet. All right now, Governor, on that score I am 
willing to go along with you but, for the love of Mike, let’s not 
have about a year’s lag. That is what has given members of this 
committee, as well as your own department, trouble. It has been 
too long a gap in there before something constructive has been done. 

Mr. ARNALL. Senator, we have been, as you know, so involved 
in steel—and this is the first meeting of the committee—we have been 
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holding some of this because we felt that we ought to report to the 
committee, but we will move. I want to move. 

The CHarrRMAN. I want to say this: What I was asking for was for 
the record. You have said for some time that you were going to move. 
You said that when you were confirmed. 

Mr. Putnam said the same thing and you told me yesterday, I 
think, that you had this, and I said I would appreciate your giving it 
to the committee, which you did this morning. What I wanted for 
the record was what vou just said, while you stop the price of cotton- 
seed at.one place, you are going to raise the price of meal which is in 
large demand by the farmers in the cattle country, and so forth. 

Mr. Arnau. That is right. 

We are trying to guarantee that the farmér gets parity for his 
cotton. We took care of wool and the cotton folks do not like that. 
We took care of tallow, lard, and everything. We are doing all right. 

Senator Frear. When are you going to suspend prices on cotton? 
Did IL understand a little while ago you are contemplating it now? 

Mr. ArNALL. The next item on our agenda is raw cotton and 
textiles. We are studying that. 

Senator Frear. 1 am not worried about the textiles, just raw 
cotton. Is that going to be in the near future? 

Mr. Arnau. We will give you a report in the very near future. 

Senator Frear. Can I anticipate a trigger point on raw cotton too? 

Mr. ARNALL. Let me make my report. 

The CHarrMan. | will say the “bears” on the New York market 
have a trigger point on cotton now. 

Mr. ArRNALL. May I insert some additional material in the record? 

The CHatrMAN. Without objection that may be done. 

(The material referred to will be found in the appendix p. 2421.) 

The CHarrMAN. The hearing is recessed. 

(Whereupon, at 6 p. m., the committee recessed. ) 
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TUESDAY, APRIL 29, 1952 


UNITED STATES SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
Washington, dD. C. 

The committee met, pursuant to recess, at 10:30 a. m. in room 301, 
Senate Office Building, Senator Burnet R. Maybank (chairman), 
presiding. 

Present: Senators Maybank, Fulbright, Robertson, Sparkman, 
Frear, Benton, Moody, Capehart, Bricker, Ives, Schoeppel, and 
Dirksen. 

The CuHarrMAN. The meeting will come to order. 

We want to conduct these hearings fairly. We are going to hear 
Mr. Wilson now and then we will hear the steel industry and the steel 
workers. 

That will end this series unless the committee wants to go into open 
hearings. I see no reason to go into open hearings at this time. 

Senator CarpeHart. Do you mean on May 1? No; I do not think 
we need open hearings. 

The CuHarrMan. I do not see that it will do any good. 

Without objection then we will end this series tomorrow. 

I have introduced the housing bill and I assume this committee 
would want to hold hearings. 

Do you have anybody in particular you want the committee to hear 
on FNMA, FHA, and the others? 

Senator ScHorPPEL. When do you propose to start those hearings? 

The CuerK. On Monday. 

Senator Ives. Are you going to write it up the latter part of the 
week? 

The CuarrMan. That is up to the committee. I do not think it 
will take very long. It is just a question of how much you want to 
put in the bill. 

Senator Ives. I believe it just depends on the amount. 

The CuarrMan. That is right. 

Mr. Wilson, we are glad to have you here. We had Government 
witnesses here last week. A great many reports have come to us as to 
the manner in which the control bill has been handled. The hearings 
are not yet printed, but they were released in galley form last week. 
The best I could figure out was that one fellow had charge of prices 
and another had charge of wages and there was no liaison between 
them that, in my judgment, was a close liaison. 

One set prices and the other set wages and it ended up with nothing 
being finally set. 

[ have talked with you on many occasions during the period you 
were here. You resigned of course, and, I expressed my regret at 
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that time and I am still sorry you did it. I believe you were doing 
a good job. 

Of course, they have not sent another name down here for con- 
firmation yet. 

Mr. Wilson, will you proceed in your own way, as you desire? The 
committee is extremely anxious to learn the facts from you in execu- 
tive session. Whatever you wish to say off the record, I imagine it 
would be all right with the committee, but they would like to get the 
real facts. They have the facts from the gentlemen who were asso- 
ciated with you before you left. We have not had Mr. Steelman here 
yet. 

Senator Benron. Has Mr. Wilson seen the statement that Mr. 
Arnall made about him? 


STATEMENT OF CHARLES E. WILSON, FORMER DIRECTOR OF 
DEFENSE MOBILIZATION 


Mr. Wison. I read it. As a matter of fact, it was read to me on 
the telephone and I saw it. 

May I proceed? 

The CHarrMAN. Proceed in your own way, Mr. Wilson. 

Mr. Witson. Mr. Chairman and gentlemen, I appear before you as 
an unemployed private citizen for the first time. For the record I 
would like to make it clear that I] come at your invitation because I 
certainly do not want any impression to prevail that I have requested 
to be here. 

The CuarrMan. I will make it perfectly clear that I asked you to 
come. 

Senator CapeHart. I might say it was a unanimous vote on the 
part of the committee that you be invited. 

The CHARMAN. We wanted to hear your side of the story. We 
have a great deal of confidence in what you have done and what you 
will do in the future. 

Asa matter of fact, Mr. Wilson called me up and was rather hesitant, 
if I may say so. He had put himself out to come down from New 
York. However, it was the wish of the committee that be come. 
There is no doubt about your not asking. You certainly never asked 
me. Asa matter of fact, I insisted, if 1 may say so, that you come, 
if possible. 

Mr. Witson. That is right, sir 

My hesitancy, gentlemen, was largely due to a fear that anythin 
that I may say at this time would simply add fuel to the fire and 
think the present situation is a very serious one. Now, as a citizen, 
all I know is what I read in the papers. 

As I see the way the situation is developing, it seems to me too many 
elements are losing track of the fact that we have only started the job 
upon which the Nation embarked in 1950 and that is to try to get 
some assurance of our ability to defend ourselves. Much that has 
transpired recently, I think, is opposed to the program we have of 
getting strong again defensively, and therefore I had grave doubts 
about the desirability of coming down because there has been so much 
effort at blame placing and name calling and so on that I want no 
part of it. 
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I can say that I have just as deep a sense of urgency regarding 
national security as I did when I quit my job and came down in 
December 1950. Ido not want any part of a program that will delay 


getting back to some degree of normalcy in carrying out the program 


which the Nation has undertaken. 

Therefore, as far as 1 am concerned, if you will permit, you will 
hear nothing from me about the placement of the blame for the 
god-awful mess that we are in today—lI think we are, in any event 
because I do not think that is really relevant, nor do I think it would 
be helpful to the situation. 

On the steel situation generally, I think I ought to say to you that 
months ago, indeed before the turn of the year, | worked as well as 
I could with the various agencies—that is the Wage Stabilization, 
with the Chairman of that Board, with Price Stabilization and Mr. 
Putnam, when he came on the job, just trying to clarify the pro- 
cedural phases of the job that was very obviously ahead of us, in 
view of the demands that the steel workers had made. 

I expressed to all of the men that I have mentioned, the chairman 
of the various groups; that [ mentioned- 

Senator Carpenarr. Would you mind being interrupted? 

Mr. Witson. Not a bit, sir. 

Senator CarEHART. In your position, you had full and complete 
authority over the Wage Stabilization Board and the Price Board 
and Mr. Putnam’s office? 

Mr. Wixson. No, I certainly did not have full and complete 
authority over the Wage Stabilization Board, Senator Capehart. 

The Wage Stabilization Board, if you will remember, was recon- 
stituted about a vear ago after labor leaders gave me rather a bad 
time and it was the appointment of the Chairman of the Wage 
Stabilization Board which was made without my opinion being 
asked, and | had nothing to do with the people put on that Board. 

Senator CaPpEHART. What was your official title? 

Mr. Witson. Director of Defense Mobilization. 

Senator Capenart. Under that title, were you not supposed to 
have full and complete authority over the Wage Stabilization Board, 
the Price Board, and Mr. Putnam’s office? 

Mr. Witson. You are quite right. 

Senator CaPEHART. In practice, it did not work out that way’ 

Mr. Wiison. It did not work out that way. 

Senator Caprnart. Why did it not work out? 

Mr. Witson. The reason it did not work out very largely was that 
when labor absented itself from the various boards a year ago in 
protest, concerning me, then the Board was reconstituted and the 
selection of the people who were put on the Board and the Chairman, 
was made without regard to me. 

Senator CapEHART. Who made those appointments, the President? 

Mr. Witson. The President, or the President’s office; 1 do not 
know specifically. 

It was either the President or somebody in his office. 

Senator Caprenarr. From that time on, you had no control 
authority over that Board? 

Mr. Wiison. Very little control of it. They were rather free- 
lanced and dealt directly with the President’s office to a considerable 
degree. 


, 











2064 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


Senator Caprnart. Did the Board consider themselves a board to 
deal with wages, disregarding prices? 

Mr. Wixson. I think so. 

Senator Bricker. Did they ever report to you? 

Mr. Wiuson. Before the turn of the year, I called the wage organiza- 
tion and the price organization and Putnam before me frequently. 

Sometimes I I called them individually and sometimes as a group, 
trying to straighten out—well, shall I say the philosophy of the job 
that lay before us. 

As a matter of fact, I laid down to them what I thought were the 
necessary principles which should be followed by the Wage Stabiliza- 
tion Board. 

For example, I recall very distinctly saying that the settlement 
should not establish a new wage pattern, and that under no conditions 
should they exceed a catch-up in case steel was behind the alleged 
trend of wages and other industries. 

Specifically, I believe they had no right under the circumstances, to 
write in approval of the productivity factor, if you will recall it was 
the inclusion of the cost-of-living factor and the productivity factor 
that caused, just about a year ago, or a little more than a year ago, a 
year and a month or so ago, the first real break in trying to establish 
some stability for wages. 

That is, they got up a pattern at that time which said that we were 
going to let other industries catch up to steel and coal, roughly, 
because steel came first. 

I think steel came December 15, 1950, if I remember correctly. 
Coal then came sometime after, I believe in January. 

The pattern established was to let other industrial groups, catch up 
with that. That was the maximum. After that had been attempted 
they said they would not exceed 10 percent because the steel and coal 
settlements of that period had been about 10 percent. There was a 
great to-do about that, and that was really the point at which labor 
quit the defense agencies. 

We then had a break in that the order came to recognize the 
existing contracts that labor had in certain industries for cost-of-living 
increase, and the productivity increase factor. 

That meant that if we did that—it put the ceiling that much 
higher, but those were the orders and recognition was given. 

Senator CapEHART. From whom did those orders come? 

Mr. Wiison. The President. 

Senator Capenart. The Board set up what I think they called a 
pattern. 

One was that you could automatically increase wages 10 percent. 
Another was the cost-of-living increase, and I believe the third was 
inequities. 

Mr. Witson. That is right. 

Senator Capenart. I think another one was merit raises. 

Now, did you approve all of those? 

Mr. Witson. I do not think it was ever submitted for specific 
approval, no. 

Senator CapEenArtT. In other words, the Board acted upon that 
within themselves? 

Mr. Witson. That is right. At that time, Eric Johnston was on 
the job and he gave approval to them. 
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Senator Ives. Mr. Wilson, one of the great difficulties that has 
occurred here, is a failure on the part of Mr. Putnam. 

I do not mean that he personally failed, but his office did. You say 
the Wage Stabilization and OPS was to be properly coordinated by 
his office, were they not? 

Mr. Wixson. That was his job, to coordinate the two, yes. 

Senator Ives. I am not criticizing him personally, of course. He 
is new to the job and perhaps did not knew what to do, but it seems 
to me that that had been the great difficulty. 

Listening to Mr. Arnall, I have come to the conclusion it does not 
make any difference whether wages might go up a dollar an hour. 
If he wants to hold the price line, he will hold it and as far as he is 
concerned, there is no relationship whatever. 

In that connection, do not understand that I am criticizing any 
wage increase, but it seems to me the two are inextricably connected. 
That is what must be considered there and that is where the whole 
thing has fallen down. 

Mr. Witson. Yes, you cannot have equity across the board unless 
you stick to the plan or program on stabilization on both sides of the 
fence. 

I think Mr. Arnall is to be commended, really, for sticking to it. 

Arnall accused me of having sold him the idea of price main- 
tenance with the zeal of an evangelist, which I will admit I tried to 
do, because I believe in it myself. 

I still sincerely believe that we are in as much danger of ruining the 
economy as we are in danger of physical assault by Russia. 

That may be wrong, but that is my personal opinion. 

Senator Ives. That is what Russia plans, is it not? 

Mr. Wixson. I believe they do, and they have made it plain that 
they do. I thought I saw signs from the time I got here, that we 
can wreck our economy and, therefore, the Russians can win. 

That is the only thing that ever sold me the idea of any de — of 
control. But, I believe once you have controls, they ought to be 
across the board and they ought to be handled justly and Saciaaies 
on both sides. 

Senator Bricker. That was certainly the attitude of the confer- 
ence committee when we discussed the bill. 

Mr. Wiuson. Yes, sir, that is right. That was certainly the 
intention. 

Now Arnall, he has stuck to that approach as far as I know, regard- 
less of some little discrepancies, but they are minor. He has stuck 
to that. He says that his job was to stick to the formulas, the pro- 
crams for price maintenance, price stabilization, and he was going 
to stick with it. 

[ understand he has not entirely, however, because I am told that 
as a matter of fact, in the case of steel, an offer has been made by the 
Government that exceeds by 50 percent, the figure that was alleged 
to be due the steel companies under Capehart, if I ms iv use that term, 
Senator, which we all understand. 

Senator Benton. What was the figure you thought was due them? 

Mr. Wuson. As a matter of fact, before I left and in the hectic 
days leading up to my resignation, I never could find out what the 
figure was, Senator. It was represented on one day as being 89 cents 
a ton to United States Steel, and then later it might be as much as 
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$2, and since I have been out of here, I now understand it has now 
grown to $3. 

Senator Benton. We were told that that is what it was. 

Mr. Witson. I can tell you that in all the meetings that I had with 
the people involved—Putnam, Arnall, and others—nobody told me 
3, up until the time I left here. 

That has developed since I left. 

Senator CappHart. Mr. Wilson, is it not a fact that it would vary 
with each individual concern? 

Mr. Witson. Senator, how you hit on $3 is beyond my under- 
standing, and I will tell you why. I have run a couple of steel com- 
panies in my time. 

For example, in making carbon steel—let us say United States 
Steel is making carbon steel. There has always been a historic 
claim that it takes 20 hours of labor to make a ton of steel. But, 
we also know that in making electric sheets such as the Alleghany 
Steel Co. makes, and apecniines in, it is about 70 hours to a ton. 

So, how can anybody say it is $3 a ton across the board? I do not 
understand that mistake, but maybe they have some simple formula 
they have discovered that I do not know anything about. 

Anyway, they tell me it is $3 a ton. But I also understood that the 
Government has offered considerably more than that. 

The Cuarrman. How much? Do you know the amount, or is that 
confidential? 

Mr. Witson. Remember, I have been vacationing, and I have been 
fishing. I have been told—not by the steel companies, unfortunately, 
but I have been told by others—that they have been offered $4.50 a 
ton. How you do that, I do not know. 

Senator Bricker. Is that across the board? 

Mr. Wiuson. Across the board, yes, sir. 

Senator Bricker. Do you mean to tell this committee, Mr. Wilson, 
as Director of Mobilization, that you were unable to find out, from 
one who was supposed to be working under you, what the figure was 
that he had arrived at that they were going to offer to the steel 
companies? 

Mr. Wiison. No, because they had not determined what the figure 
was, Senator. Right up until the time I left there was great mis- 
understanding, great difficulty in determining —now, this is under the 
Capehart arrangement; that is all we were talking about at that point. 
How much the steel companies would get under it, they had not 
determined what it was up until the time I left. 

Senator Benrson. The steel companies had not asked either? 

Mr. Witson. First they had asked, and then it had been suggested 
that it would be better to leave what might be coming to them under 
the Capehart amendment ride until they found out what was going to 
happen over-all. I think myself that that was a good thing. 

Senator Carpgenart. Then this so-called $3, which may be $4.50 
is across the board; That means they will allow $3 on steel—lI think 
the cheapest steel sells maybe for $90 a ton——-$3 on $90-a-ton steel 
and $3 on $300-a-ton. 

Senator Rosertrson. Everyone knows steel companies differ con- 
siderably, and the profit is bound to vary. If you say ‘$3 for every- 
body,” 1t is bound to be an arbitrary figure. 
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Senator CAPEHART. $3 on steel at $300 a ton would be 1 percent. 
$3 on $90 steel would be 3 percent. 

Mr. Wison. I think the steel companies send have accepted 
something. They may have thought it was unfair, but I think they 
probably “would have acce pted some compromise along that line. 

Senator Frear. What would have been your suggestion for a 
compromise settlement that the steel companies would have accepted? 

Mr. Wiuson. May I make this statement off the record? 

The CuartrMan. Off the record. 

(Discussion off the record.) 

The CuHatrMan. On the record. 

Senator Frear. Before the Wage Stabilization Board made its 
recommendations, carrying back to the past December or January, 
do you understand the demand made upon the steel companies by 
the unions was for around 50 cents an hour? 

Mr. Witson. That is what I understood. 

Senator Frear. Do you think at the time the union would have 
accepted an over-all package of approximately 15 cents an hour? 

Mr. Witson. It would be conjecture on my part. I would cer- 
tainly think that they should have accepted it because I think it 
would have been a good offer in the light of our stabilization efforts. 

Senator Frear. But there are doubts in your mind, had an offer 
of 15 cents been made, regardless of any increase in the price of 
steel, that that would have Deen rejected by the union? 

Mr. Witson. I think it probably would have been re jected. Why 
not? I think the unions were pretty confident that the Wage Stabili- 
zation Board would give them more. 

Senator FreAr. What makes you think they were confident of that? 
Did the membership of the Wage Stabilization Board have anything 
to do with it in your opinion? 

Mr. Witson. Of course it does. 

Senafor Frear. May I gather, from that, that the Wage Stabiliza- 
tion Board was somewhat of a packed Board? 

Mr. Wintson. | said I was not goimg to do any name-calling—and I 
am not—-but I would believe that the steel union would feel confident 
that they could get more out of the Wage Stabilization Board. 

Senator Frear. They knew the members of the Wage Stabilization 
Board; did they not? 

Mr. Wiztson. That is right. 

Senator Frear. And they knew their past regords? 

Mr. Witson. That is right. 

Senator Frear. The \ had every reason to believe they would vel a 
better than 15-cents-pe ‘r-hour deal? 

Mr. Winson. That is right. 

Senator Frear. There is nothing magic about that; is there? 

Mr. Wrison. I saw in the paper yesterday that the president of a 
union who had been serving on the Wage Stabilization Board said 
that his own union and other unions had profited by the fact that he 
was there. That was in vesterday’s papers, widely proclaimed. 

Senator Moopy. I understand industry also had members on the 
Board. 

Mr. Witson. That is right. 


Senator Moopy. Does industry not also profit by that? 
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Mr. Witson. Yes, and there are public members, too. That is 
right. 

Senator Frear. I am sure you read the pamphlet Mr. Feinsinger 
put out. 

Mr. Witson. That is right; I read it. 

Senator Frear. And you read Mr. Feinsinger’s comments upon 
questioning in the committee here, in executive session, asking why 
the public members could not agree, talking about the union-shop 
business going back, that they decided to vote with labor. I think we 
got down to the point that it was fairly apparent that Mr. Feinsinger 
also thought, as you did, that the public members were in sympathy 
with the labor members to a greater extent than they were with the 
industry members. 

Mr. Wiison. There is no question in my mind about that. 

Senator Frear. Thank you, Mr. Chairman. 

Senator Bricker. Mr. Wilson, I would like to ask one question. 
My mathematics do not follow the line of reasoning that we have had 
here. You stated a moment ago steel got the first increase in Decem- 
ber 1950? 

Mr. Witson. That is right. 

Senator Bricker. Then the stabilization program was based upon 
the theory that others were permitted to catch up with them? 

Mr. Witson. That is right. 

Senator Bricker. To stabilize to their level. 

Now, if that were true and that was carried out, how do you get a 
situation wherein steel was entitled to stabilize up to a new level if it 
had not been higher than the steel increase? 

Mr. Witson. I do not blame you for being confused by that, 
Senator. The reason for that—and in my judgment the only reason 
for it—is that soon after we put the so-called stabilization plan in—it 
was then discussed as a “‘freeze’’—in January 1951, almost ummediately 
we broke that plan by saying that effect would be given to any con- 
tracts that were made for cost-of-living increases and productivity 
improvement. 

Senator Bricker. That brought them up above the stabilization 
plan? 

Mr. Witson. That is right. 

Senator Bricker. So, it really never worked? 

Mr. Witson. No, sir. Therefore, when steel came along at the end 
of 1951 and asked for more, instead of being able to say, as they should 
have been able to say, ‘‘You were the pattern setter and others just 
caught up to you,” the admission has to be made that probably in 
justice and equity they were entitled to at least the cost-of-living 
increase, since they made their contract in December 1950. 

Senator Bricker. Because the fringe factors had been added to 
the amount permitted under the stabilization program? 

Mr. Witson. I do not think the fringe factors have anything to do 
with it. That is a moot question, Senator. No; this is just the wage 
rate that I am talking about. The fringe factors were all dragged in 
at the same time, and that was a subject of wide discussion between 
Mr. Putnam, Mr. Feinsinger, and my own organization (ODM), and 
myself. I do not believe, in a period where we are trying to stabilize, 
that fringe factors that have been hanging for many years ought to 
have been injected into the situation and the union satisfied on them. 
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Senator Bricker. On top of the stabilization formula, that was 
fixed very early after steel was given their increase, were the produc- 
tivity factors and the cost-of-living factors? 

Mr. Witson. That is right. 

Senator Frear. You are talking about a cost-of-living increase for 
the steelworkers. That cost-of-living catch-up depended upon some 
fringe benefits that had been given to other industries that necessitated 
a catch-up in the steel industry? 

Mr. Witson. No, I think not. 

Senator Rospertson. I would like to ask Mr. Wilson a few ques- 
tions on the record. 

Mr. Putnam testified that you favored a cost-of-living increase for 
the steelworkers, but that the cost of living had gone up 9 percent and 
you could never see more than 4% or 5 percent. Is that correct? 

Mr. Wiuson. I was advised that 6 cents was the figure, Senator. 

Senator Ropertson. Six cents was what figure? 

Mr. Witson. The cost-of-living increase from the time. 

Senator Roperrson. He said when you looked at the cost of living 
that you thought the cost of living had not increased more than 4% 
or 5 percent, but it had actually increased 9 percent. 

Mr. Witson. Senator, there never was any discussion of percent. 
Let’s get that out of it. Cents per hour. Cents per hour. 

Senator Rospertson. I do not recall the exact testimony. 

Mr. Wiuson. It was cents per hour, I said, and I was under the 
impression that it was 6 cents and I still believe it is 6 cents. 

Senator Rosertson. But you never said that the cost of living 
had gone up only 4% or 5 percent? 

Mr. Wiuson. I never said that in my life. 

Senator Ronertson. I am sure Mr. Putnam was referring to the 
percentage of the cost of living when he said it had gone up 9 percent 
because it could not have meant anything else. 

He said it had gone up 9 percent and that you could not see any- 
thing more than 4' or 5 percent. 

Mr. Witson. When he brings in this percentage thing I do not 
know what he is talking about. I will tell you where the difference 
between 6 cents and 9 cents comes in. It is a question of from where 
you take the steelworkers, what they got, whether you go back to 
December 1950 or whether you take it from sometime in 1951. There 
was a difference of 3 cents in there as to what they might be entitled 
to. It was a moot question as to which it was. 

Senator Rospertson. I understand you to testify a if the steel- 
workers had been given a 6-cents-an-hour increase in pay it would 
have represented a 9 percent increase in the cost of liv ihe since Korea. 
Since the Korean war started, that is. 

Mr. Witson. Did I say that? No. 

Senator Ropertson. That is what I understand, that if you take 
the past increases after the Korean war started and add to steel wages 


% cents an hour, it would have reflected a 9 percent increase in the 


cost of living. 

Mr. Wiison. It would have caught up with the increased cost of 
living according to the figures I had. Six cents would have caught 
up. At the worst, 9 cents would have caught up, depending on where 
you take it from, whether you go right back to December 1950. 
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Senator Roxsertson. Now, both Mr. Putnam and Governor 
Arnall testified that they changed their position on what wage in- 
crease could be properly granted. How much did they change their 
original position to the final point of endorsing the 26-cent package 
which you said would actually cost the steel companies 30 cents? 

The Cuarrman. I do not think Governor Arnall did. I think Mr. 
Putnam did. 

Senator Rosertrson. I do not like to disagree with my chairman, 
but I read that testimony over again last night to make sure that I 
would not ask incorrect questions on it and the question to Mr. 
Putnam was put by Senator Capehart. The question to Governor 
Arnall was put by myself. They both said that they had changed 
their position. I wanted to know how much they changed their 
position because I think that becomes very pertinent. 

Mr. Wiuson. I will answer it as far as Putnam is concerned because 
I never had any discussion with Arnall about it. 

The CuHarrMan. That is what Governor Arnall told me. That is 
why I said that. 

Mr. Witson. I never had any discussion with Arnall on the wage 
question. 

With Putnam, as late as the third day after the Wage Stabilization 
Board brought in their 26-cent package proposition. On a Sunday 
we had a meeting and I insisted that Putnam put into writing what 
he figured the Wage Stabilization Board should have, in justice and 
equity, given the steelworkers. He said that 13 cents an hour was 
the maximum that be could agree to. 

Now, in fairness to Mr. Putnam, let me say this, because I think 
he is an honest gentleman. On the following Friday, when I had a 
meeting with Arnall, Putnam, and the President, for the first time, 
Mr. Putnam said he had changed his mind about that 13-cent figure, 
and I will tell you the reason he advanced for having changed his mind. 

He sail that the previous night his son, who runs his business in 
Springfield, Mass., I believe it is, had called him up and had told him 
that he had concluded that the 26-cent package proposed by the Wage 
Stabilization Board was a good offer because, said his son, concerns 
around Springfield then were already paying more than the steel 
workers would get by the 26-cents-an-hour increase. 

Senator Moopy. Did he say his own company was paying within 
1 cent of that? 

Mr. Witson. And his own company was paying within 1 cent of it. 
Something like that. 

Based on that, Mr. Putnam said, ‘Therefore, I change my mind, 
I change what I have been telling you right along, that 13 cents is the 
maximum that 1 can go for.” Based on that information from his 
son in Springfield, he now says 100 percent more is the right figure; 
26 cents an hour. I say that is rather flimsy evidence for a Govern- 
ment agency to change its mind overnight on so important a thing. 

Senator Ronertrson. What reason, if any, did Governor Arnall 
give for changing his mind? 

Mr. Witson. I want to make that clear, Senator. To the best of 
my knowledge, Arnall never changed his mind while I was in the 
picture. 

Senator Benton. He says this is not his business. 
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The CHarrMan. He told me that. He said it was not his business. 
Controlling prices was his business and he was not going to interfere. 

Mr. Witson. Arnall backed up Putnam’s statement that 26 cents 
was all right. I disagreed with it. 

Senator Ropertson. I think it is a very fair appraisal of the 
testimony that Governor Arnall gave us that he is now backing 
Mr. Putnam and the Wage Stabilization Board. 

The CHarrMAN. Senator, will you yield? I never intended to say 
that he did not say that for the Wage Stabilization Board. Mr. 
Wilson said that he had not talked with him about the wages. It did 
not refer to talks between Governor Arnall and Mr. Putnam. 

Senator Rosnertson. I maintain that he admitted in answer to a 
question to me that he changed his mind. I just wanted to see if 
Mr. Wilson knew why he changed bis mind and how much of an 
increase Governor Arnall had first favored. 

Here is the language: 

err Rosertson. At first you did think that the recommendation was too 
high? 

"aK ARNALL. That is right. I thought it was, but I would likewise tell vou 
since I have gone into the matter fully I am not at all sure that is true and I am 
showing you that by these figures. 

The CuarrmMan. What Mr. Wilson and I are speaking about is that 
Mr. Arnall has never changed his mind about his determination to 
hold the price line under present law and existing formulas. He did 
testify that at first he thought that the union demands were too high, 
but now he is not so sure after studying steel company profits. 

Senator Rorertson. Again I say when he showed the figures and 
testified on many phases of this it is a fair inference that he has now 
taken the position of going along with Mr. Putnam, endorsing the full 
package of 26 cents, which Mr. Wilson says will total 30 cents in the 
pay-out of the steel companies. 

Now, Mr. Wilson, I want vou to state for the record what previous 
increases the steel workers have received since the Korean war started 
and how much the Government permitted the steel companies to raise 
their prices after each one of those increases 

Mr. Witson. Since the Korean war? 

Senator Ropertrson. Yes. 

Mr. Witson. I think there was only one, Senator, at around De- 
cember 15, 1950, the workers, the steel workers, got 16 cents. 

Senator Ronertson. Did the Korean war not start in June? 

Mr. Witson. Yes. 

Senator Rorerrson. We passed the Defense Production Act in 
July and did we not expect the President to act under that before 
prices and wages had gotten out of control? 

Mr. Witson. Yes, sir; but he did not exercise that power. 

Senator Ropertson. He refused to act or did not and there was a 
great demand for wage increases. 

Now, what was the wage increase for steel that occurred in the fall 
of 1950? 

Mr. Wiuson. I believe it was 16 cents or 16.5 cents. I am depend- 
ing on my memory. I do not have any records, you know. LI left 
all my records, of course, but I think it was 16 cents. Steel got $5. 
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Senator SPaARKMAN. Is it right to say steel got, or steel raised? 
Steel and labor did not even negotiate more than a day or so and 
the raise was voluntary as a result of negotiations? 

Mr. Witson. That is right. 

Senator SPARKMAN. And then steel immediately announced the rise 
in price of steel. 

Mr. Witson. They just got the historic pattern, Senator. The 
historic pattern which was established in 1946 when the steelworkers 
asked for 19.5 cents and then they were bludgeoned into taking 18.5 
cents, 1 cent less, and for that, as I remember it, steel had an increase 
approved of $6 a ton. So you started away back there with a kind 
of historic pattern. 

Senator SPARKMAN. You said it got a $6 a ton figure approved. 
As a matter of fact, there were no controls at that time. 

Mr. Witson. Yes; there were. 

Senator SPARKMAN. In 1946? 

Mr. Wixson. Yes, sir. I know it well because I was a victim of it. 
I had to give an 18.5 cent increase in wages in the little company that 
I was with in those days without getting 1 cent increase in prices. I 
was not allowed to make a cent. Mr. Chet Bowles took care of that. 

Senator SPARKMAN. The reason I asked was that I remember we 
had the steel, coal, and labor people before the Joint Economic 
Committee at that time with reference to that contract. 

By the way, that wage increase in 1950 was 15.5 cents. 

Mr. Witson. I was not sure. That means 16.5 cents to the steel 
maker. You know, social security and everything added. 

Senator Ropertrson. To continue my examination, I will say to my 
colleague from Alabama that in the summer of 1946 there was a great 
complaint about beef and a black market in beef and-right before the 
election the control of beef was taken off. The Democrats lost the 
House and then when we met in 1947, the OPA was abolished, but in 
1946, Mr. Wilson and everybody else were still under OPA. Is 
that correct? 

Mr. Wiuson. That is correct. 

Senator Ropertson. Now you have told us in the late fall or early 
winter of 1950, after we had passed the Defense Production Act, the 
President did not want to put on any controls until after election. 
The workers got a 15% cent increase in steel and the steel companies 
advanced the price, without any notice or protest from the Govern- 
ment, $5 a ton. 

Mr. Witson. That is right. 

Senator Ropertson. When did they get their next increase and 
what did the price of steel do? 

Mr. Wiuson. There was no other increase until this 26 cents was 
granted. 

Senator Ropertson,. In this week’s issue of the U. S. News, David 
Lawrence has a strong editorial drawing an analogy between the NRA 
which the Supreme Court said was unconstitutional because it was an 
illegal grant of legislative powers to the executive department. In 
the Defense Production Act we authorize, in vague language, the 
establishment of a Wage Stabilization Board which Mr. Feinsinger 
said was not a statutory board. The President then proceeded to 
make laws without any guide or direction of the Congress, on how 
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that Board should operate. He claims that we have done a very 
improper thing in that respect. 

If we are to continue this act, how can we draw wage and price 
control provisions with the necessary flexibility in administration 
that does set standards in keeping with what I contended at the 
hearing last week was the clear intent of the C ongre ‘ss? To tie wages 
to prices if we are to have a stabilized economy? What can we do 
on the next go-round that will prevent a wage stabilization board’s 
fixing wages without telling you, the head man responsible for economic 
stability, “what the ‘y were going to do, until it was too late for you to 
do anything about it? 

Mr. Witson. Well, I do not know how to do it. I am no legislative 
expert. I believe that it could be done, if it is your desire or the 
country’s desire to have it controlled. I think you could control it. 
1 think maybe the language of it is vague and the responsibility for it 
is not established very definitely, and I surmise that those things could 
be taken care of if it is your desire to continue control. 

Senator Ropertson. Mr. Putnam, Mr. Arnall, and Mr. Feinsinger 
say that they all cooperate and work in close harmony. However, it 
is very clear to me that neither Mr. Putnam nor Mr. Arnall knew 
exactly what the Wage Stabilization Board was going to do; that 
they initially were opposed to what they thought “the W age Stabili- 
zation Board was going to do; that the W age Stabilization Board 
then made a recommendation to the President which really upset the 
apple cart of price control. I do not call that coordination. 

Now how can we frame a bill that will get some coordination and 
have one man as the supreme head of this program who can say to 
any other agency, “You are out of line and you have to come to a 
certain formula’’? 

Mr. Wiuson. Give him the appointive power and give him the 
authority that goes with the responsibility that you apparently 
expect them to assume. 

Remember that the Director of Defense Mobilization, whoever he is, 
he is not going to have much authority over a wage stabilization board 
or any other board if they are foisted on him and if they deal with some 
other agency for their instructions rather than him. Otherwise, do 
not hold him responsible. I do not think you have any right to hold 
him responsible for this 26 cents award. 

Senator Rospertson. Frequently, through recent months until 
there was a public announcement indicating what the Wage Stabiliza- 
tion Board was really planning to do, I heard rumors to the effect that 
last fall the union had made demands in excess of what they had 
expected to get, and in this week’s issue of David Lawrence’s magazine, 
United States News and World Report, under the heading of ““Wash- 
ington whispers,”’ it said that John L. Lewis was very much surprised 
that the steelworkers had gotten approximately 30 cents an hour when 
he hadn’t been expecting them to get more than 15 cents an hour. 

The rumors that I heard off and on through this period were that the 
steel union did not really expect to get more than 15 cents an hour. 
I also heard a rumor to the effect that when the steel companies were 
considering granting 15 cents an hour as a basis of settlement, they 
wanted to get some information from some Government official, 


as to whether or not they could get some compensatory increase in 
prices, 





2074 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


Now could you tell us anything about that? 

Mr. Wriuson. No; I cannot on the steel companies, because I did 
not contact the steel companies until the 26 cents an hour award had 
been made, Senator, and then began negotiations with them to see 
what we might do, (1) to get them to negotiate with the union to try 
to compromise the 26 cents offer, and to begin negotiations with them 
to try to discard the historic pattern of 20 hours per ton and so on, 
in getting a compensatory increase in prices. 

Senator Ronertson. You are of the opinion and so advise us, that 
a 9-cent-an hour inerease would, in your opinion have brought the 
steelworkers up to the level of the increase in the cost of living? 

Mr. Witson. That is mv judgment. 

Senator Ropertson. Therefore, 15 cents an hour would have put 
them in a very favorable situation? 

Mr. Wiutson. That is my judgment. 

Senator Ives. Would you mind commenting upon the effect of 
escalator clauses in contracts of labor unions from the standpoint of 
their effect on stabilization? 

In other words, are they inte rfering with efforts to stabilize, or are 
they having no effect whatever? 

Mr. Witson. They have an effect, Senator, of course, because in a 
great number of industries which make goods that are taken into 
consideration in compiling the BLS figures, vou had to give, under 
the escalator clauses, increases to labor, which of course, raised costs 
and prices, then as prices went up, you had to give more escalator 
clause and increase wages on account of the cost of living. 

It is like a dog chasing his tail. 

Senator Ives. That being the situation, did they contribute in any 
substantial way to throwing the factor of stabilization out of balance? 

Mr. Witson. It was not the principal consideration. The principal 
consideration came when nearly 6 months after you passed this bill 
that the Senator just mentioned, steel and coal got the ingreases and 
then vou had to let everybody else catch up. 

That was a big influence when practically all labor had to catch up 
with that. That forced the cost of living up. 

Senator Ives. Apparently after that, the matter got out of adjust- 
ment? 

Mr. Wiison. As I remember the cost of living went up about 11 
percent between Korea and December 31, 1950, and then in spite of 
all these other factors, in 1951 it only went up 3 percent more. So, 
the stabilization that you gave the Government agencies, the permis- 
sion to establish at least, once they got working in January 1951, 
stopped the tremendous surge of cost of living increase. 

Senator Rosertson. If the Senator would vield, I will say I 
think the actual figures went up about 9 percent before the voluntary 
program, and then went up 3 percent more. 

Mr. Witson. I may be wrong. It may be 11 percent over all. | 
am at a disadvantage because I do not have any data with me. 

Senator Carpenart. Upon what basis did the President recommend 
that you settle this matter when you visited him in Key West? 

Mr. Witson. After I had made it clear to him that I believed this 
26-cent package would completely destroy our stabilization efforts, 
then explained the reasons for that which briefly stated are, that if 
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steel gets 26 cents, which costs industry roughly 30 cents, then in 
various guises, other unions are going to ask for similar amounts 

That is even if they have already gotten certain of the fringe items, 
they are going to have other fringes and they are going to get it 

They have to get it. You cannot have steel out in front. 

Senator CapEHART. When you were in Key West, Mr. Arnall, and 
Mr. Putnam agreed with vou that 26 cents was too much? 

Mr. Wixtson. That is right. 

Now wait a minute. I had not discussed it with Mr. Arnall. 
Putnam, absolutely. Putnam had gone on record and indeed wanted 
to make a public statement that 13 cents was the maximum. 

Senator CarenArt. Before you went to Key West? 

Mr. Witson. The day before I went to Key West, and on the 
morning | went to Key West. 

Senator Ropertson. He said he wanted to go down there with you. 

Mr. Witson. That is right; he did. ° 

Senator Bricker. Why did he not make that statement? 

Mr. Witson. Because I foolishly did not think there was any point 
to him making it. I wish he had been on record with it now before 
the country. My error of judgment. 

Senator Capeuartr. After you explained your position and Mr. 
Putnam’s 13-cent position—he was the stabilizer—what did the 
President recommend that you do? 

Mr. Witson. We had a very long discussion about it, about the 
implications of it mainly on stabilization and production. He wanted 
to know what I thought the chances were of compromising it along 
the line. I thought it ought to be compromised by labor because | 
said to him then, and I am willing to say it to anybody, that I do not 
think labor ever expected to get 26 cents and therefore it ought to have 
been possible to compromise. We agreed on a plan. 

I was to talk to labor and I was to talk to the steel companies and I 
was to try to work out a compromise that would result in’ labor 
accepting something less than the 26 cents and in the steel companies 
accepting something less than the historic amount they would get—a 
cents per ton increase. 

Senator Benton. Mr. Chairman, I am sorry. I must be excused 
I apologize to Mr. Wilson. 

Mr. Witson. Good-by, Senator. 

That, generally speaking, was the agreement we reached. 

This I would like to make clear: In spite of my statement that [| 
still adhere to, that there are worse things than a strike, the ruination 
of the economy, the ruination of the stabilization plan in my judgment 
is worse for America than a strike even. I do not believe that kind 
of strike could last very long. 

In any event, I said I thought there were worse things than a 
strike and rather than to give them 26 cents I would rather personally 
take a strike. The President said we cannot have a strike and it is 
a bad time to have a strike for a lot of reasons and we just could not 
haveastrike. ‘You go back and try to co: npromise it, but no strike.’ 

Whereupon, I said, “But suppose I can’t do anything with labor 
on the 26 cents and I have to try to pre mall on the steel companies to 
pay that? I just want to be sure you understand what you are 
saying. Do you then want me to tell the steel companies we will 
compensate them for the 26 cents increase in price?” 
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“Well,” he said, ‘What would that mean?” 

“Well, they say it is $12 a ton. I don’t think it is that much and 
I wouldn’t give them that much.” 

We talked over a variety of figures. One was $5 on top of Capehart. 
Whatever Capehart was. Remember, there was great mystery about 
how much Capehart really amounted to at that time, but generally 
that is as far as we got. Well, maybe $5 a ton on top of Capehart 
would do it. 

I did not want to go that high. I did not want to go to 26. It 
was agreed I would come back and see what I could do. 

I came back on Monday, arriving here at 7 o’clock at night and un- 
fortunately, or fortunately, I do not know which, the newspapermen 
were at the airport and I was asked a question which was, “If the 26- 
cent increase recommended for steel by the Wage Stabilization Board 
becomes general for all industry, will that have an adverse effect on 
your stabilization efforts?” 

I do not see how any man in his right mind could answer other than 
“Yes; of course it will,’ which is what I said. 

Well, within the hour there was plenty of trouble over that state- 
ment. The steelworkers’ union, or somebody, had contacted Key 
West and were very angry and said they were going to blast me for 
having dared to make such a statement that the 26 cents an hour, if 
applied to all industry, would affect adversely stabilization. 

Well, I could not withdraw that statement because it is so obvi- 
ously true that a man would just be stupid to take it back. 

Whereupon Mr. Murray did blast to this extent that he said he 
would not meet with me and therefore I never had the opportunity 
to put up any arguments to Mr. Murray personally as to why | 
thought the steelworkers ought to accept less than 26 cents an hour 
in the settlement of the dispute with the steel makers and had to 
depend on the efforts of the man who had produced the formula by 
which they got 26 cents, Mr. Feinsinger. He was apparently accept- 
able to Mr. “Murray and he carried on the negotiations with the steel 
union, looking toward bringing the union and the steel makers to- 
gether and see what could be worked out. Nothing has been worked 
out. 

Senator Caprnart. Then Mr. Putnam changed his mind about the 
13 cents? 

Mr. Witson. I came back from Key West on a Monday. Mr. 
Putnam had not changed his mind when I got back. He had not 
changed it the next morning when I met with him and he did not 
change it until Friday afternoon of that week at 3 o’clock when he 
was before the President. 

Senator Capesart. And Mr. Arnall changed his mind also. 

Mr. Witson. Mr. Arnall changed his mind later. I never dis- 
cussed the wage thing with Mr. Arnall. 

Senator Futsricat. Mr. Chairman, I want to ask one question: 

Mr. Wilson, if this WSB recommendation is to go into effect and 
if ‘its policies are to continue, would you favor the continuation of 
wage and price controls? 

Mr. Witson. I do not see what good they are unless they are 
improved. If in the ease of one segment of labor you give 26 cents, 
which is the largest increase, I think, in history—if you give that 
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during a period when you have been making a great effort to stabilize, 
it is bound to sweep all industry. What good are your controls? 

Senator Funsricur. That, of course, is a very practical problem 
facing this committee now. What are we going to do, in other words, 
about continuation of this so-called wage and price control act? 

Senator Roperrson. Mr. Feinsinger gave us the answer. I said, 
‘What do we do next?” and he said, “It is in your lap.” That is his 
answer as to what you do next. 

Senator FuLsricur. Well, what can you do? Supposing you want 
to continue wage and price controls? Since this WSB is appointed, 
as | understand it, not under the authority of any law but by, I guess 
it is the inherent power of the Presidency, what can the Congress do 
about it, I wonder. 

Have you thought about that? 

Mr. Wixson. Yes, I have thought about it. Can I make an 
answer off the record? 

The Cuatrman. Off the record. 

Senator Rospertrson. Just one minute. This is one of the most 
vital things in these hearings. I think you might make an answer 
off the record and then see if you cannot later put it on the record 
because this is very vital to us. 

Senator Futsricur. There is the key of the thing. 

Mr. Wiuson. I know it is. May I follow your suggested practice, 
Senator Robertson? 

The CHarrMan. Would you rather do this, would you rather write 
an answer to it? 

Senator Ropertson. No; let him make one off the record and then 
let us debate it and see how much we can put on the record. 

The CHartrMan. Without objection, that will be agreed to. Off the 
record, 

(Discussion off the record.) 

Senator Futsricut. | would like the answer to my question summed 
up on the record. 

Mr. Witson. Would you ask the question again. 

Senator Futsrieur. If the Wage Stabilization Board’s recom- 
mendations are to go into effect and if its policies are to continue, 
would you favor continuation of wage and price controls? 

Mr. Witson. I would only favor continuation of wage and price 
controls if whoever is to be responsible for the operation of the economy 
and mobilization, has the power to set up the standards and to see that 
they are carried out. In other words, if you are going to leave to the 
judgment of a variety of people what stabilization effort you are going 
to make and if it is going to be variable and if it is going to be subject 
to the pressures of one group or another, I do not see what good wage 
and price stabilization is. 

[ can say to you sincerely—and, of course, I can be wrong in it, 
[ admit, but I just do not believe that anybody who is comple tely 
sincere will ever say that the patterns that we established in January, 
1951, for wage and price stabilization ever contemplated that the steel 
industry or any industry, after what they got in December 1950 would 
get 26 cents in 1952. It never was contemplated. That is not 
stabilization, obviously. That is just inviting violent inflation in my 
judgment. 
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Senator FuLsrieutr. One other thing I think involved in your 
comment or statement off the record was with regard to the power of 
the labor leaders. Do you think that the basic trouble here is that 
the Government does not have the power or that the Government 
itself is under the control of the labor leaders? 

Mr. Witson. I am not going to answer that. 

Senator Futsricur. What I am getting at, doesn’t this Govern- 
ment have the power to do anything about this or is this power beyond 
us? 

Mr. Witson. It may be that you haven’t the power. It may be 
that the existing laws do not give you the power. I don’t know. 1 
am not an expert on the legislation for it. 

Senator Futsricur. What bothers me, Mr. Wilson, is that this 
action by the Wage Stabilization Board is by an agency the Congress 
did not set up. If we follow through on this, what is to prevent 
another executive board being set up to undo whatever we do in the 
law? 

Mr. Witson. You better get a law that does not make it possible 
for the agency to disregard your known desires. 

Senator Futsrieur. That is a very difficult problem as I see it. 

Mr. Wiuson. I will leave that to the experts. I do not know how 
to do it, Senator, but vou need it, I am sure. 

Senator Rosperrson. If a labor union which controls an entire and 
essential industry uses its monopolistic power to control prices or 
competition, do vou think that the antitrust laws should be amended 
to prohibit that kind of union activity? 

Mr. Witson. I do. 

The Cuarrman. Let me ask you this about controls, since we are 
on this particular subject. I agree with you that we are in for another 
round of inflation. But what would have happened if we had no 
controls at all and it had been 40 cents or 50 cents? I said that to 
you a moment ago, Mr. Wilson. 

Mr. Witson. Gentlemen, I think the controls that you have estab- 
lished are proving to be somewhat ineffective. But on the other 
hand, I think I have to admit that you would be worse off without 
any controls. I have to admit it. The President of the United 
States has approved this 26 cents, if I understand it correctly and 
I think I do. In his letter to me accepting my resignation he gave 
tacit approval to it. Therefore, I do not see how you can do much 
with that now. 

Senator Rosperrson. Would you at this point say we were better 
off with some controls than we would have been without any controls? 
Would you mention some of the inflationary problems that will 
probably confront us in the coming vear? 

Mr. Witson. Yes, sir. When this 26 cents goes through, if it 
does go through, then other labor leaders are going to have to get 
more. That is the way they live. That is the way they gain power. 
That is the way they hold. One competes with the other so they 
will get more. Therefore, I think you would be worse off without 
any controls than with, because at least you would be able to hold 
them down, I hope, or I think inflation will be rife. 

For example, if 26 cents a ton is the pattern for all industry to 
increase their wages, then you are going to have to make it possible 
for people to raise their prices, are you not? You will just put num- 
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berless concerns out of business. Maybe not the steel companies, 
maybe not the aluminum companies, I do not mean that, but remem- 
ber that you are talking about thousands and thousands of small 
businesses, even in steel. 

I came down on the train last night with a fellow who runs a little 
business. He has 40 men. He ‘has to pay this increase. He said, 
‘“T’ve got to have a price increase. You will put me out of business.”’ 

There are thousands of them that cannot take it, unless you give 
them a price increase. The fabricators and all, who are all in this 
same union, remember. 

Therefore, while maybe the easiest thing and the most sincere 
thing in a sense before the people is to say, ‘“‘Well, if this is the best 
job you can do with controls, if you really cannot control the thing 
you started out to control, or one of them—50 percent of the labor 
if you cannot control wages, then give them up.’ That is the easiest 
thing. I admit I do that slowly, because I am just afraid of where 
this thing will carry you. [If all industry goes up 26 cents, then some 
— ss may take advantage of it and raise their prices just out of 

eason. I do not know. That is the claim that is always made, you 
waaay. that they do. They are the whipping boys. But maybe you 
have to have controls for at least a while until you can see what the 
effect of this is on the economy and at least try to hold the thing down 
so that those poor people like myself, you know, who do not work for 
wages and just have a few dollars to live on, that are just elastic 
dollars, think of us a little bit. 

Senator SparKMAN. Mr. Chairman, first I want to savy to Mr. Wil- 
son that I fully agree with him that stabilization depends almost com- 
pletely upon the solution of this problem right here. In fact, it seems 
to me, looking back over it, that the various inflationary spirals that 
we have had over the past several years have started from increases 
in wages and prices on steel. Practically every one of them has been 
built on that. I am afraid this one, if it goes through without some 
kind of satisfactory settlement that will hold the line, will set us off 
on another spiral, and we will be unable to stop until we make the 
whole vicious circle again. 

Here is something that I want to ask you, and this is the thing that 
has been bothering me: It has seemed to me that there has been a 
great lack—I would have liked to have said almost a total lack, but 
both Mr. Putnam and Mr. Arnall insist, and Mr. Feinsinger, that there 
has been coordination, but 1t seems to me there has been a lack of 
coordination on the wage-fixing side and on the price-fixing side. 
Reading your interview in U.S. News, I understand that you did not 
even know that this increase, the decision to recommend the increase, 
had been made public, until you made your trip to Key West. 

Mr. Witson. No. The report of the Board became avi v9 Satur- 
day. The decision was made known on Friday and as late as 2 
o’clock the day that it became public, as late as 2 p*dlbek I tried to 
find out from Feinsinger what it was going to be. Up to that time 
all the meetings—and I had many meetings with Feinsinger—had 
been used in discussing the philosophy of the thing, our efforts at 
stabilization, try to hold it down to a catch-up and so on and so on. 
But I could not find out how much it was going to be, how much the 
Board was going to vote. 
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Senator SpaRKMAN. I got that impression from the reported 
interview. 

Now it seems to me if a thing like this is to work, certainly one hand 
must know what the other hand is planning and the planning must 
be done together. 

Mr. Wiuson. Agreed. 

Senator SPARKMAN. During W orld War II we had what was known 
as a Little Steel formula. While it did not work perfectly, at least it 
kept things fairly well in balance. 

Why is it that during this period we have not developed a similar 
formula? 

Mr. Wixson. I think most of us thought we had. As a matter of 
fact, the formula that was set down a year ago was not unlike the 
Little Steel formula but the Wage Stabilization Board, as presently 
constituted, just does not operate under that formula. 

Senator SparKMAN. This is the impression I got from Messers 
Feinsinger, Arnall, and Putnam. 

The vy all protested that they did have a formula. Mr. Feinsinger 
said, “Yes, we have a formula. Here it is. The cost of living.” 

Mr. Arnall said, ‘‘We have a formula. The formula that Mr. 
Johnston laid down while he was there.” 

But it seems to me that even though they have those apparently 
they are operating individually. 

My understanding of the formula across the board would be that it 
could not work on one end until the other end was in agreement. 

Mr. Witson. Agreed. 

Senator SPARKMAN. Do we not need something of that kind; some- 
thing tied together? 

Mr. Wiuson. I do not believe it will ever work until you have it 
worked out so that it does. 

Senator Futsricut. May I suggest you ask him something about 
the origin of the Wage Stabilization Board. 

Senator SPARKMAN. Wage Stabilization Board? Do you mean the 
present Board? 

Senator FuLpricnut. Yes. 

Senator SparkKMAN. It was testified here that the Wage Stabiliza- 
tion Board was appointed by Executive order. As I recall heretofore, 
they have said to us that the President construed that he had the power, 
I believe, under the War Powers Act, to set up the Board, and then to 
refer to it wage disputes as provided for in title 4 or 5. 

Senator Futsricur. What I wanted to put in the record was th« 
distinction between this and the other. 

The point is why it worked in the war, and not now. 

Senator SpARKMAN. Do you think that is the sense of the difference 
between the War Labor Board and the present Wage Stabilization 
Board? 

In other words, it was established during the war as an essential 
part of the balanced arrangememnt. 

Mr. Witson. Yes. 

Senator SpARKMAN. You think that balance is not there now because 
it was created independently? 


Mr. Wizson. Yes. 
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Senator Futsricut. If you had what is now the Wage Stabilization 
Board as an integral part of the legislation that might make a difference 
now. 

Senator SPARKMAN. Do you think it would, Mr. Wilson? 

Mr. Witson. It might make a great difference. Unless you get 
the right Director of Mobilization who theoretically heads it all up, 
the chances are labor does not serve on it, and will not pay any atten- 
tion to it. 

They would not while Wilson was on it, I will tell you that. You 
will remember that great concessions had to be made to them to go 
back on the Board and we had to create the mobilization- polic y 
committee and all. 

Senator SpARKMAN. Let us ask you this question, Mr. Wilson. 

I have long felt that we were wrong, not only in this legislation, 
but in practically all legislation where we set up impartial boards to 
designate a certain number or a certain percentage from a certain seg- 
ment and another group from another segment. 

Why do we not simply provide that there should be certain members 
on the Board with a background that makes them qualified to do that 
job, and let all of them represent the public? 

In other words, do you believe it is well to have it set up as it is now? 
Industry, labor, public? 

Mr. Witson. I would have to think that one over, Senator. I 
think it is, myself, provided you get the group that has the balance of 
power to be really public members. 

That is the balance in there. I mean industry is bound almost to 
vote one way in the case of wages, and labor’s vote another way, and 
you have to get the public members to be really public members, and 
not biased to one side or the other. 

Then, I think it is all right. Otherwise, labor will not sit on it in 
all probability orjindustry will not sit on it. 

Senator CapreHarr. Will you yield just a moment? 

Senator SPARKMAN. Yes. 

Senator CAPEHART. It seems to me the trouble here has been that 
this Board was set up to recommend and recommend only to the 
President? 

Mr. Witson. That is right 

Senator CAPpEHART. It seems to me that the weakness of the whole 
situation is the fact that the President accepted, 100 percent, the 
recommendations of the Board. 

Mr. Witson. That is right; as an edict. 

Senator CapeHart. Therefore, he himself must accept responsibility 
for breaking the stabilization line. 

I think they had a perfect right to recommend 26 cents if that is the 
way they felt about it, but they should have done it without any 
public itv and should have talked it over with the President and have 
given the President a chance, if he had wanted to, to say “No, I 
think it ought to be 15 cents.’’ Then after the President had ruled 
upon it, to have given it to the public. 

Senator Futsriaut. Well, they should have talked it over with 
the Stabilizer. 

Senator Capmuart. Yes, | mean working through you as the 
Stabilizer, Mr. Wilson, and you through the President. The President 
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should have backed you up if he wanted to stabilize prices and wages, 
rather than accepting the 26-cent package and the union shop. 

Mr. Wiison. Once you do that, the fat is in the fire. 

Senator CapEnart. It does not seem to me it makes much differ- 
ence what kind of board you have to recommend if the President and 
the Mobilization Director do not have an opportunity to agree to them, 
or sit down and discuss them. 

Senator SPARKMAN. It seems to me that certainly Mr. Feinsinger 
and Mr. Arnall and Mr. Putnam, all three, should have sat down under 
Mr. Wilson and discussed the whole thing across the board, and then 
have taken it to the President. 

Now, just one more thing and I am through, Mr. Wilson. I get 
confused hearing these wage increases referred to. Will you explain 
what that 26 cents contains? 

Mr. Witson. It is a total of about 21 cents in wage increases over a 
period, is it not, and then 5 and a fraction cents in fringes? There is 
12% cents and then July 1, 2% cents} and then January 1, 24 cents, and 
then 5 and a fraction percent on fringe items and then the premiums, 
holidays, and so on, that have been added. 

Senator SPARKMAN. The 12% cents would become effective retro- 
actively? 

Mr. Witson. Yes. 

Senator SPARKMAN. The 5% and also the 4? 

Mr. Witson. Yes. 

Senator SpARKMAN. Then 2!; cents would be added July 1, and 
2), cents January 1? 

Mr. Witson. That is right. 

Senator SPARKMAN. So when we speak of 26 cents, we are really 
projecting it to January 1, 1953? 

Mr. Witson. Yes. 

Senator Futsrigur. You said 30 cents. What is the rest of it? 

Mr. Witson. You have social security, expenses, increases in pen- 
sion payments and so on, 

Your cost, according to the steel companies, is 30 cents and not 
26 cents. 

The CHatRMAN. Senator Moody? 

Senator Moony. I am glad to hear you come to the conclusion that 
the present law, even though it is by no means perfect, should be 
continued, unless something can be brought out in better form. 

Mr. Witson. Yes. 

Senator Moopy. I am glad to hear you say this report in the 
usually accurate U.S. News did not fully reflect your views, because it 
said that you saw no reason to continue the period of controls, which 
we all, of course, want to be temporary, after 1952. I remember your 
testimony in March that the law should be continued for 2 years. 

Mr. Witson. One thing is left out there. I said, and I believe, 
that controls of material may be necessary even bevond 1952. But 
the way this price and wage thing is going unless you make some 
improvements in it, I still do not see what it is going to get you to 
continue the controls 8 months hence. 

Senator Moopy. You are asking for improvements in the law, 
perhaps along the line Senator Sparkman was just talking about, 
rather than to wipe out the law, is that right? 
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Mr. Witson. That is right. I might suggest the continuation of 
the controls. I definitely “do believe you need them for some time 
to come. Let’s get that clear. Otherwise, I think you are going to 
have the greatest wave of inflation as a result of this 26-cent thing 
sweeping industry that you ever had. I think you need them for 
the time being. Whether it is January 1 cut-off, or July 1, I do not 
know. I have not thought it through. 

However, I certainly think if you are going to continue them you 
ought to get improvements along the lines we have been talking about 
so that a year from now or 6 months from now you are not talking 
about another inflationary move as a result of an inflation of wages. 

Senator Moopy. You said something that I think is an obvious 
fact. If everybody increases wages 26 cents an hour, you will have 
more inflation. 

Is not the real nub of this question whether this is a catch-up or 
whether it is a break-through? Whethe T it goes into new inflationary 
high ground or whether it is a catch-up? 

The union people are contending it is a catch-up. The industry 
contends it is a break-through. Should this committee not find out 
what the economic facts are? 

Mr. Wiison. Surely. Itis very easy to do. Itisif they want to be 
frank with you. 

Senator Moopy. I was quite impressed by Mr. Putnam’s statement 
that he had restudied the economic facts of this matter and that he 
felt his first position had been in error. 

Mr. Wiison. His restudy was a telephone message from his son 
telling him what his Springfield, Mass., experience was. At least 
that is what he told me. 

Senator Moopy. Is that his whole restudy? 

Mr. Witson. That was the restudy that he told me about. 

Senator Carpenart. He told us, in substance, the same thing before 
this committee. 

Mr. Wixson. If you call that restudy, 1 am a Chinaman. 

Senator Moopy. Have you yourself gone into these economic 
matters? 

Mr. Wiuson. Yes. 

Senator Moopy. In this particular case? 

Mr. Wiison. In this particular case. 

Senator Moopy. Do you think that the Taft-Hartley Act would 
stop a strike in this case? 

Mr. Witson. Yes. 

Senator Moopy. For how long? 

Mr. Wiuson. Long enough to give us a chance to go to work. 
Until the President said that the 26 cents was all right. After that 
| do not think the chances are good. 

Senator Moopy. The Taft-Hartley Act does, of course, extend 
negotiations 80 days. 

Mr. Wixtson. That is right. 

Senator Moopy. The Wage Stabilization Board, whatever its pro- 
cedural position, did stop the strike for 99 days. 

Mr. Witson. That is right. I realize that. 

Senator Frear. Mr. Wilson, do you think that a 15-cent-an-hour 
increase to the steelworkers and an increase to the steel manufac- 


96315—52—pt. 4-9 





2084 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


turers proposed under the Capehart amendment, plus up to $2 a ton, 
would be an equitable settlement of this dispute? 

Mr. Witson. $2 a ton beyond Capehart? 

Senator Frear. That is right. 

Mr. Wixson. I think that would be too much. 

Senator Frear. I said up to $2. 

Mr. Witson. Yes, up to. Excuse me. You are right. 

Senator Frear. The whole Capehart amendment raise and the 
flexible part from there up to $2, above. 

Mr. Witson. That isalotofmoney. I would think it is too much. 

Senator Frear. Do you think the increase that would be available 
to the steel companies under the Capehart amendment is justifiable? 
Now, bear in mind we are talking about a 15-cent-an-hour increase 
above the present rate of pay. 

Mr. Wixison. And your question is what? 

Senator Frear. Do you not think that a 12'-cent-an-hour figure 
retroactive to the date of the termination of their past contract which 
was December or January, plus a 2-cent-an-hour increase effective 
Jury 1, 1952, as far as the labor end of the bargain is concerned, and 
that the steel industries be permitted to increase the price of stee! 
per ton that which is permitted under the present Defense Production 
Act, the section known as the Capehart amendment, and in addition 
to that. if necessary, a flexible part between zero and $2 per ton 
above the allowances in the Capehart amendment? 

Mr. Wiuson. Do I think that would be fair and equitable? 

Senator Frear. Do you think that would be fair and equitable, not 
only to steel companies and the labor, but to the other 154 million 
people in the country? 

Mr. Wixson. I think it would be very generous to labor, I think 
it would be generous to the steel companies. I think it would be mildly 
inflationary. 

Senator Frear. | think that answers it and I thank you very much 

The CuarrMan. Senator Fulbright, have you another question? 

Senator Futsriecut. I did not want to ask an additional question, 
but I would like to sum up your ideas on inflation 

You think an effective price control law is still warranted and 
needed if we can make it effective? 

Mr. Wixson. Especially in view of what has happened, Senator. 

Senator Futsrient. And that controls on materials should be 
extended in any case, but that a control on prices generally is not 
effective unless some method of controlling wages can be coupled 
with it? 

Mr. Witson. Completely. That expresses my views completely, 
sir. 
The CuarrMan. Senator Moody? 

Senator Moopy. I just wanted to say it has been called to m) 
attention on the question of whether this is a break-through or a 
catch-up, which I think is the key question, that the amount of wage 
increases in steel since December 1950 has been 16 cents. In the 
General Motors formula, we were discussing a few minutes ago, it was 
27; at Ford it has been 28; in Swift & Co. in the meat packing industry 
it was 28.3; farm equipment, 30 cents; General Electric, 25.5; United 
States Rubber, 23.5 and 24.5. 

Mr. Wiuson. That is since when? 





you 
lf i 
dan 
C 
hav 
tha 
to a 
to t 
peo 
Wis! 
ean 
thes 
| 
au ne 
mal 
I 
the 
be 


oug 
do } 
uni 
voll 
S 
like 
talk 
basi 
cate 
S 
I al 


Wh 


uns) 
Si 
kno 
ther 
roug 
T 


sine 


whi 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 2085 


Senator Moopy. January 1950. 
Mr. Witson. January 1951, you mean? 

Senator Moony. No, 1950, according to this official table. 

Senator CarpenaArt. That is before Korea. 

Senator Moopy. I am seriously concerned about this because, like 
yourself, I think that we should not have another round of inflation. 
If it is not true that this is going to be a break-through, I think it is 
damaging to have the impression created that it is a break-through. 

On the other hand, if there is a break-through, I think we ought to 
have the economic facts to show it. That is the reason, Mr. Wilson, 
that I suggested in the committee, and the committee was good enough 
to adopt the suggestion, that there be an open hearing, w hich is going 
to take place day after tomorrow, with the steel people, with the labor 
people and Mr. Putnam, Mr. Arnall, and Mr. Feinsinger here. I 
wish vou were to be here in your official capacity. The best way we 
can find out the facts here is by a normal cross-questioning of all 
these parties. 

| think it is a dangerous thing to keep talking about this meaning 
a new rise in the spiral, if it is not. If we talk that way, it is going to 
make it that. 

It is the same thing in reverse, as you mentioned a while ago, that 
the General Electric people were talking it down so they would not 
be asked for a raise. 

Mr. Witson. Senator, you certainly should have the facts. You 
ought to have the facts on whether it is a break-through or not. | 
do not care whether it is a break-through or a catch-up, if the steel 
union gets 26 cents, the other unions, under present conditions, are 
going to, in one guise or another, have to catch up with that. 

Senator Moopy. That is why I asked you a while ago, and I would 
like to renew the question, whetber it might be a good idea—I am 
talking about from the national standpoint—to have a settlement on a 
basis of a contract that is already in effect so it will be obviously a 
catch-up and not a break-through. 

Senator Futrricnut. Senator Moody, what are vou catching up to? 
I am a little vague when you say it is a catch-up or a break-through. 
What does that mean? 

Senator Moopy. They are rather customarily used terms, Senator, 
in this field. 

Senator FuLrricHt. I know they are used, but in this instance what 
is this catching up to? What is this 26 cents catching up to? 

Senator Moopy. Do vou want to ask Mr. Wilson or ask me? 

Senator FuLrricut. I just want to know. I do not care who 
answers it. Iam not clear as to what it catches up to. 

Senator Moopy. Since the stabilization law was passed—as you 
know, I feel it was passed too late and put into effect later than that— 
there have been a number of increases in wages. It has worked out 
roughly in the form of an informal Little Steel Formula. 

There has been a general level of wage increases and price increases 
since that time, even though in this postwar period it has not been 
formalized to the extent it was formalized in the Little Steel Formula 
during the war. 

If it is true, and it has been asserted here to be a fact, that other 
industries have had a certain level of wage increases, a general level 
which has been pretty well paralleled all through here, and if it is 
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also true that the steel industry has not increased its wages to the 
same extent, and if it is also true as has been contended that price 
increases beyond the Capehart provision would not be necessary then 
I think it is a very dangerous thing to give the country the impression 
that there is a new break-through into high ground. If on the other 
hand this proposed settlement would force higher prices and a new 
spiral, we should know that. So far the facts have not been clarified. 

Senator Futsricut. Do you mean that steel is only catching up 
to some specific company such as General Motors? 

Senator Moopy. Oh, no. 

Senator FuLsrigut. What is it catching up to? Let us assume 
this is a catch-up. What is it catching up to? 

Senator Moopy. While there has been no formal postwar equiva- 
lent to the Little Steel formula there has been a rather general 
pattern of increases. I read them into the record a moment ago. 

Now, I am looking for the facts. There have been diametrically 
opposite statements made here about what the facts are. 

Senator Futsricur. Here is what confused me: As I understood 
in December of 1950, when they gave the steel industry its increase, 
steel was catching up to some level, whatever that was, and that 
therefore it is assumed that they were fairly in balance as of 1950. 
Is that right? 

Mr. Wizison. As I see the thing, Senator, it is a little bit different 
from that. Steel started a new round as they had been starting the 
rounds of wage increases since 1946. They started it in December 
1950. The Wage Stabilization Board, as then constituted with Eric 
Johnston, had to let other industries catch up to steel. 

Senator Futsricur. | understand. 

Mr. Witson. Why Senator Moody goes back to January 1950, | 
do not know, because after all what we are talking about is what took 
place after you passed this law, after vou made the wage pattern and 
the price pattern, January 1951. Steel had gotten theirs. We had 
to let the others catch up to that. We said 10 percent and we let the 
others go 10 percent and catch up to steel. 

Senator Moopy. The reason I chose that date Mr. Wilson, is 
because that is the base date of the stabilization period; is it not? 

Mr. Witson. What is that? 

Senator Moony. January 1950, is the base date of the stabilization 
period; is it not? 

Mr. Witson. The date of what period? 

Senator Moopy. It is the base date of the stabilization period; is it 
not? 

Mr. Witson. Not January 1950. December 1950, that is when we 
vave steel the increase. 

Senator Moopy. But you asked me why I chose that date. 

Mr. Witson. I asked you why you took January 1950. That is 
what you said. 

Senator Moopy. Yes; January 1950, that is right. That is the 
wage-stabilization base there. That is the stabilization-base date; is 
it not? 

Mr. Witson. December 1950 is not it. 

Senator Moopy. January? 

Mr. Witson. January 1951 is the date. January 25, 1951, is when 
we put in the so-called freeze. 
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Senator Moopy. That is right, but the Government tables are 
figured from January 1950. I am reading from official data. 

The Cuarrman. I happen to know very well they did it on Janu- 
ary 25, 1951, because when they appointed Mr. Wilson and Mr. 
Johnston I was sick in the hospital at Key West. 

Senator Capenarr. Is it not very simple to take the wages paid 
in these different industries in 1949, 1950, 1951, and 1952 and compare 
them with all other industries? 

Mr. Witson. Certainly. 

Senator Carpenart. Why do you need a public hearing to ascer- 
tain what General Motors was paying, and steel and : ih iminum and 
others? It is a matter of record and the facts speak for themselves. 

Senator Futrricut. He said now that steel was give n an increase 
in December 1950, and then in January 1951, or thereabouts, the 
others were permitted to catch up to steel. Now, at this point it 
looks like we are saying that steel is catching up to them. 

In the meantime, have they gone further up than the 1951 level 
of the others? 

Mr. Witson. I think to some degree. That is why I thought‘that 
we may have owed steel workers 6 cents or 9 cents, because some of 
the others did go beyond. 

Senator Frear. Well, you had cost of living in some of the con- 
tracts, and you had performance in some of the contracts? 

Mr. Witson. Yes; therefore, to be completely just and equitable, 
you have to give steel workers a little more than they got. 

The CHarrMan. Are there any further questions? 

Senator Moopy. I would like to read Mr. Putnam’s testimony here 
just fora moment. He said: 

fere is the maximum of the steel increase next January, which is at 42 or 43 
cents including everything since January 1950, which is the base date for our wage- 
stabilization regulations. 

I just want to clear up the point. I chose that date because Mr. 
Putnam and others have generally been regarding it as the base date. 

Mr. Winson. I never heard of it and I am certainly in the dark. 
January 1950, I do not know what they are talking about 

Senator Moopy. He was working for you and he — im at. 

Mr. Witson. That is all right. I still did not hear of it and I still 
do not endorse it, even though he worked for me. 

Senator Carrenartr. Mr. Chairman, the increases in wages in all 
manufacturing from 1949 through 1951 was 8.9 cents per hour. The 
increase in steel from 1949 through 1951, was 23.7 cents per hour. 

The CuatrMan. We certainly appreciate your being with us, Mr. 
Wilson. 

Senator Capenarr. Mr. Chairman, if there is no objection, I would 
like to have included in today’s transcript two documents: (1) A press 
release from Hill & Knowlton, Inc., entitled “Industry Members had 
One Hour’s Notice of Wage Recommendation, and (2) a document 
entitled ‘‘Wage Increases in Different Industries from 1949-December 
1951.” 

The CuarrMan. Without objection, the documents referred to will 
appear in the record at this point. 

(The documents referred to follow:) 

From: Hill & Knowlton, Inec., Washington, D. C. 
For: Steel Companies in the Wage Case. 
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INDUSTRY MEMBERS HAD I HOUR’S NOTICE OF WAGE RECOMMENDATIONS 


(As a convenience to editors and commentators the exact text of the statement 
made by John C. Bane, Jr., industry member of the WSB’s special steel panel, 
revealing that the industry members of the WSB had only 1 hour’s notice of the 
“package”? recommendations is given below. The statement was made before 
the Senate Committee on Labor and Public Welfare, April 23, 1952.) 

‘‘What I do know that would explain the strangeness of the Board’s extravagant 
wage recommendation is very little. As I have stated, a departure from the 
regulations was not suggested at any meeting of the panel or the Board until late 
on the afternoon or evening of March 20, at a meeting an hour or so before the 
Board’s recommendations were published. 

‘‘At that meeting, the public members who attended, operating as usual under 
the potent leadership of Mr. Feinsinger, presented one by one the recommenda- 
tions which made up the ‘package’ published a little later that evening. Among 
them was the recommendation that wages be increased by the 124-cent to 1744- 
cent series of steps. No industry member of the Board or the panel had ever 
beard of this proposal] until then. In spite of that, the wage recommendation, 
like all the others in the case, was approved at once, without discussion, by the 
votes of the public and labor members of the Board. I think one, relatively 
unimportant recommendation was approved by the industry members present.’’ 


Wage increases in different industries from 1949 to December 1951 


j 
Hourly 
| ourly . 
Industry Za earnings, | Increase 
USUPY Ss, December per hour 
1949 7 
1951 


$ 


Chemicals and allied products 
Synthetic rubber 

Petroleum and coal products 
Rubber products 

Blast furnaces, rolling mills 
Steel foundries 

Gray-iron foundries 

Smelting of nonferrous metals 
Smelting: Copper, lead, and zine 
Primary aluminum 

Rolling nonferrous metals 
Rolling of copper 

Rolling of aluminam 
Nonferrous foundries 
lron-steel forgings 


$1 656 
1 
1 
1 
1 
1 
1 
1 
1 
1 
] 
1 
1 
1 

i l 
Wire drawing 1 
1 
1 
l 
1 
] 
1 
1 
l 
1 
1 
1 
1 
l 
1 
l 
l 
l 
] 
l 
l 


. 94 
. 005 
792 
S83 
739 
691 


769 
709 


1 
1 
2 
1 
l 
1 
1 
1 
l 
1 
1 
1 
1 
1 


Fabricated metal products 

Hand tools 

Heating and plumbing supplies 

Fabricated structural metal products 

Structural steel 

Boiler-shop products 

Sheet-metal work 

Machinery (except electrical 

General industrial machinery 

Service industry and household machines 

Refrigerators 

Ball and roller bearings 

Machine shops 

Electrical machinery, (total average) 

Motors, generators, ete 

Transportation equipment (average 

Automobiles 

Aircraft and parts 

Boat building and repairings 

Instruments and related products 

Class I railroads. - 1] 

Telegraph 1. 406 

Electric light and power utilities 1. 564 

W holesale trade_. 1.414 
j 
1 
l 


567 
354 
396 


419 


Copper mining 512 
Iron mining 4s4 
Durable goods (manufacturing) average 469 


fem fem fh feet fh fh fe meh fh ft ft fh tet fh eh fe fl fl eh fl eet ed fe hh ID) 


1 Weekly pay of railroad workers and steel workers in December 1951 was almost the same. 


The CHatrMan. The committee will stand in recess until 10:30 
a. m., tomorrow morning. 

(Whereupon at 12:50 p. m., the committee recessed to reconvene 
at 10:30 a. m., Wednesday, April 3, 1952.) 
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WEDNESDAY, APRIL 30, 1952 


Unrrep StTates SENATE, 
ComMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met , pursuant to recess, at 10:35 a. m., in room 301, 
Senate Office Building, Senator Burnet R. Maybank (chairman) 
presiding. 

Present: Senators Maybank, Fulbright, Robertson, Sparkman, 
Frear, Douglas, Benton, Moody, Capehart, Bricker, Ives, Schoeppel, 
and Dirksen. 

The Cuarrman. The hearing will come to order. Mr. Harris, we 
are glad to have you here with us. I am sorry I was a few minutes 
late. There was a unanimous motion to invite Mr. Murray, or anyone 
representing him, to appear before us; and, as you probably know, 
we have also asked the steel owners to appear this afternoon. 

We thought that, for the record to be complete, each of these groups 
should be heard. You probably have seen that part of the record 


which has been released. This is an executive session, and we always, 
hefore releasing it, send it back to the witness, whether it be the Govern- 
ment or whether it be you, to check to make certain the record is 
absolutely clear in case there should be any question in the future. 

[ have nothing else to say at this time. You may proceed in your 
own way. You may read a prepared statement; or if you wish to 
speak extemporaneously, or whatever you desire to do. 


STATEMENT OF TOM HARRIS, ASSISTANT GENERAL COUNSEL, 
UNITED STEELWORKERS, ACCOMPANIED BY OTIS BRUBAKER, 
DIRECTOR OF RESEARCH; MARVIN MILLER, ASSISTANT DIREC- 
TOR OF RESEARCH; AND NAT GOLDFINGER, RESEARCH DEPART- 
MENT, CIO 


Mr. Harris. Senator, I should like to express to the committee 
Mr Murray’s regret at his inability to be here. He had hoped to come 

back from Cleveland last night in order to appear before the com- 
mittee; but. when the situation developed yesterday, he felt it best to 
return to Pittsburgh today, which is the union’s headquarters, and 
the point from which he ean be in touch with our regional directors and 
local unions throughout the country. 

So Mr. Murray has gone there in order to be in direct touch with 
ithe various steel plants and steel locals. 

Our general counsel, Mr. Goldberg, had also hoped to be here. But 
this morning the Government is going before Judge Pine seeking a 
stay of his order. There will probably be other legal proceedings 
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through the day. Mr. Goldberg felt that he had to keep in touch 
with them, as they are obviously of some concern to the union. 

We have besides myself here, Mr. Otis Brubaker, director of research 
of the United Steelworkers; Mr. Marvin Miller, his assistant; and Mr. 
Goldfinger, from the research department of the CIO. 

Mr. Brubaker made the union’s economic presentation to the Wage 
Stabilization Board panel, and _is here this morning to give you a 
summary of what our case is. We do not have a prepared : statement. 
We were rather under the impression that you did not expect one, 
but that you merely wished to ask us questions. 

The Cuamman. We did not request a statement. We did want to 
ask a few questions as to how you arrive at the 26.5-cent figure. Of 
course in my opinion—some other committee members differ with 
me—we have nothing to do with what the President might do under an 
Executive order or any war powers insofar as this law is concerned. 

We considered it, of course, to be a cost-of-living increase to the 
workers. The thing belonged properly in an emergency category 
and—some of the committee members differ with me—in my judg- 
ment the authority to negotiate rested with the National Labor Rela- 
tions Board and with the Government. So that is the thing we are 
going to question you about. 

Mr. Harris. Senator, suppose Mr. Brubaker starts with a discussion 
of the relations of the Board’s recommendations to the Board’s regu- 
lations and stabilization policy. 

Mr. Brupaxer. Mr. Chairman and gentlemen of the committee, we 
could have prepared for you a fairly elaborate statement this morning 
if we had thought you wanted it. As you may have heard already 
from some of the other people connected with this dispute of ours 
with the steel industry, a stack of exhibits were submitted by the two 
parties to the fact-finding panel in this case which would reach up 
to about here, if we had brought all of them here. 

It seemed kind of foolish to try to retry our whole case on the merits 
before you. We assumed that is not what you are interested in. 

I will be very happy to try to accommodate our presentation here 
to your own wishes and your own needs. 

The Cuarrman. I think that would be the best way to proceed. The 
committee members will ask questions from time to time. 

Mr. Brusaxer. I will be glad to have you ask questions at any time. 
It certainly will not dis sturb us in the slightest. 

First we have here, which I would like to give you so that vou ean 
look at them at vour leisure, certain of the e xhibits which we did pre- 
sent to the steel panel when it was hearing this case. Those exhibits 
have in them the presentation which I will make, and ina great deal 
more detail. I think you may want them for reference purposes. 

Mr. Harris has certain of them here which he will gladly give to vou, 
and they can be available for your inspection. 

Senator Ives. Mr. Chairman, may I ask a question? I think we 
are going to wander around if we do not get on the track pretty 
soon. 

The CuHamman,. Go ahead. 

Senator Ives. I accept the 26-cent increase and assume that is eor- 
rect and just, and I will not quarrel with you about it. Assuming 
that is correct, have you any particular reason to oppose the steel 
companies’ increasing their price of steel? Let us forget about the 
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Defense Production Act and all of that. Let us think we are now in 
a period of collective bargaining, which you have been denied during 
all this period of time. You have not had any such thing. 

Have you any reason to oppose an increase in the price of steel to 
the point which you could agree on with them if left to your own 
devices ? 

Mr. Brusaker. As you know, of course, we do not bargain on the 
question of steel prices with the companies. That would probably 
be illegal under the law. I think it would get over in the nature 
almost of price fixing. I am very keenly aware, from having bar- 
gained with this industry over several years that they are, to put it 
mildly, extremely loath to even discuss with us the question of prices 

There are times such as this when apparently the whole price prob- 
lem is intimately enough related with what they feel is their latitude 
on bargaining that it is impossible to avoid it complete ly. I can say 
to you very frankly we did not attempt to bargain on prices. 

We did not attempt to impose any objection to the industry securing 
whatever price relief it was entitled to under the law. That is a mat- 
ter not to be determined by us. We did argue before the panel—and 
I say this in all frankness—that we thought that these companies and 
this industry could absorb the cost of the wage increase which we were 
asking and the fringe benefits which we were asking, out of the profits 
which they were making. 

I think probably you already have had some testimony from Mr. 
Arnall and others as to the level of profits which they are making. As 
you may know, the present level of profits before taxes in the industry 
last year was more than twice as high as the base-period earnings of 
1947-49. 

The CuatrMan. How was it after taxes? 

Mr. Brupaker. It is actually higher after taxes, not by nearly so 
much, but it is higher after taxes. 

Senator Ives. To the whole industry, but not some companies. 
United States Steel happens to be lower. 

Mr. Brupaker. There are almost no companies where that would 
be true, | think, Senator. 

Senator Ives. United States Steel for last year was lower than it 
was the vear before. 

Mr. Brusaker. You are getting to another question. I said lower 
than in the 1947-49 base period. 

Senator Ives. I see. 

Mr. Brupaker. It is true that United States Steel was lower in 1951 
after taxes than it was in 1950, by approximately 13 percent. That is 
not a great amount really. I have the precise figures—— 

Senator Ives. Never mind that. What I am driving at—and I 
will keep quiet here shortly—what I am trying to find out are some 
fundamental things. We have assumed now that your demand for 
an increase in wages is justified. We do that for argument, and I 
accept it anyway. If the Defense Production Act were not in the 
way, have you any particular reason to object to any increase in the 
price of steel that the companies might decide to put on steel? You 
say that never enters into your collective-bargaining arrangements, 


and I understand it does not. I do not know of a case where it ever 
has. 
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Mr. Brusaker. We would urge publicly, Senator, I think, that the 
industry follow a practice of price restraint, as I think we have done 
before a couple of other committees of the Senate in the past. Senator 
Capehart is the only one I remember seeing on one of those committees 
where we talked about the industry’s pricing policies. 

We do feel that we have an interest—not necessarily as a union bar- 
gaining on the question of prices, since we do not bargain on such— 
but as consumers we have an interest in the price of steel ; and we have 
urged this mdustry to absorb as much cost as they could consistent 
with what 

Senator Ives. They have in the past, have they not? 

Mr. Brupaker. Well, that is a question which I would be happy to 
discuss with you and give you figures, if you want. I would say to 
you, in answer to the question as such, there has been precious little 
cost absorption by this industry in the period since the war, certainly. 
In that period they have raised their prices far more than they have 
raised wages, or than they have increased dividends, or most anything 
else that you can mention. 

Senator Ives. You mean percentagewise? 

Mr. Brupaker. That is right. They have raised their prices by ap- 
proximately 80 percent in base prices since the end of the last war. 
Vages have gone up considerably less than that to date. They have 

gone up sixty-odd percent. Their materials costs have gone up even 
less than that. The extra margin, if you will, is simply reflected in 
the higher profit which they have made. 

Senator Ives. Not to get off into that field, but I want to tie it right 
down to this matter of collective bargaining, which is what I started 
out to inquire about. If you were in a position where you could bar- 
gain freely, is there any particular reason why you could not reach an 
agreement with the steel companies that you know of / 

Mr. Brusaxer. That is a difficult question to answer. 

Senator Ives. I said it was the $64 question when I started, but that 
is really the fundamental thing; that is really the basis of this strike 
situation, is it not ? 

Mr. Brusaxker. I should think there would be no reason why we 
could not reach an agreement. We might very well have to have a 
strike before we could reach an agreement. We have had to have 
strikes with this industry on two or three occasions in the past be- 
fore we reached an agreement. But I do not think there is any funda- 
mental stumbling block in the way of our reaching an agreement. 

They have said to you, | think—and I know they have said to the 
public—that the union’s demands, for instance, impose a stumbling 

block which they think would be difficult to get over. But I do not 
think there is any question but that there is some meeting ground 
which they and we could find. 

Senator Ives. The emergency situation being what it is, and we 
recognize it for what it is, there does not have to be a strike, and there 
would not have to be a strike, and I think you people could probably 
come to an agreement, could you not, in the circumstances as they 
exist / 

Mr. Brusaxer. We would hope so, though I would not want to 
speculate about that, because I frankly do not know. 

Senator Ives. The thing I am trying to find out here—and I think 
your answers are pointing it up—is the fact that the real reason why 
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you are in trouble is because you have not free collective bargaining. 
‘As to the reasons for that condition is something else. There is no 
point in going into that now. 

Mr. Brousaxer. Except that they are an important part, I think, 
of the whole question. 

Senator Ives. The Defense Production Act is the answer to that. 
That is preventing you from having free collective bargaining. 

Mr. Brusaxer. There is no question that the Defense Production 
Act has imposed some very real limitations on the freedom of action, 
both for us in the wage field and the companies in that area, and cer- 
tainly for the companies in the price area 

But even within the limitations of those restrictions, there cert: ainly 
should have been some meeting ground possible. ‘There was not, and 
we think there is not at this time for a couple of good reasons, one 
of which you have already indicated in a sense by one of your ques- 
tions—that the companies were determined that they would not ab- 
sorb any cost increase of any sort. 

Faced with that kind of a position on their part, there was not a 
meeting ground 

Senator Ives. Do not get me wrong; I am not exonerating the com- 
panies. That is not my point in raising these questions at all. Pardon 
me. 

Mr. Brupaxker. If you have finished with that question 

Senator Ives. Thank you, Mr. Chairman. I did not like to butt 
in like this, but I would like to get on with this particular aspect of it. 

The Cuarmman. I am glad you brought out that point and I am 
glad he answered that, that the Defense Production Act does not 
provide certain fringe benefits. A lot of people are of the opinion that 
the Defense Production Act possibly has not served any purpose at 
all to stop certain advances. 

But as you yourself say, putting me straight on that—and what 
Mr. Wilson said yesterday—even as bad as things are right now, it 
would be better to have a controlling law which has some restraints 
not upon you alone, but upon éveryone—farmers and everyone—in case 
of another wild spending spree and additional inflation. That is the 
substance of what he said. 

Mr. Brusaxer. As you know, Senator, the CIO and the steel- 
workers have supported the Defense Production Act because we 
fee]—— 

The Cuarrman. I know that. It was brought out that there is re- 
straint even now, despite what has happened. 

Mr. Brupaxer. We have felt restraints were needed. Obviously 
none of us like the restraints when the restraints come right down 
home to ourselves, But we have accepted those restraints. 

The CHairrMan. The same way with the potato growers. 

Mr. Brusaxer. We have tried to live within those restraints. 1 
would like to say this. The wage increase which we asked for this 
time—— 

Senator Carenart. May | inquire along that line? If there was no 
eovernmental restraint and the steel companies were privileged to 
set their own prices and you were privileged to bargain collectively 

v strike or any other legitimate legal means, there is not any ques- 
tion in your mind but what this matter could be settled, is there? 
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Mr. Brusaxer. I have no doubt that it could be settled. I think 
it might well have to be settled at the cost of a strike. 

Senator Carenarr. I assume the end result would be X amount 
of increase in wages to your workers and X amount increase in the 
selling price of steel. Would that not have been the end result if 
there had been no governmental restraint or governmental inter 
ference ¢ 

Mr. Brusaxer. I suppose, depending on what you would fill 
for those X’s, Senator; that would be the result, yes. 

Senator Carruarr. I do not think we need fill'in what the amount 
would have been. I am talking about principle. 

Mr. Brusaker. The companies argued, it is true, that if they were 
to give us a wage increase, they w ould need a price increase. In fact, 
they argued at the time that they would need a $12 a ton price in¢rease. 
We frankly thought that was a preposterous figure. We presented a 
considerable amount of data to the panel on that question. 

Senator Carrnart. Let us forget now that there are any price and 
wage controls at all. Had there been no governmental restraint at 
all, this matter would have been settled, or would be settled, on the 
basis of X wage increase and X price increase- 

Mr. Brusaker. Or we would have had a strike on December 31. 

Senator CareHart. You would possibly have had a strike and it 
later would have been settled, and you would have gone back to work 
on some sort of X increased basis. The steel companies, of course, 
would possibly have given you a wage increase and then they would 
have adjusted their prices later, depending upon their ability to do 
so, would they not? They would have raised them X amount, or a 
lower amount; or possibly would have raised them and gotten into a 
sales resistance and lowered them. 

Mr. Brupaker. Well, this industry has not had the practice of lower- 
ing prices for a great, great number of years. As you probably know, 
the pricing system in steel is one of those for which the Federal 
Trade Commission, I think, has suggested some sort of administered 
prices or managed prices. 

Senator CareHarr. You mean on a basing-point basis? 

Mr. Brurakxer. Not just that. But they are prices which do not 
seem to respond as quickly, if at all, to the supply and demand factors 
as many, many other prices do. 

Senator Carenart. Do you know that as a result of the Supreme 
Court ruling and the upsetting of the basing point, the steel and 
cement companies and those industries that use basing point during 
this sellers’ market in the last 4 or 5 years could make millions and 
millions and millions of additional dollars that they would not have 
made otherwise ? 

Mr. Brousaker. I know that to be a fact, but—— 

Senator Capenarr. Because they are now selling f. o. b. their mills, 
and the seller is paying the transportation charges; whereas before 
they paid it. 

Mr. Brupaker. Of course. 

Senator Capenarr. I think it might very well reverse itself if you 
get into a buyers’ market, but I am talking about over the last 4 or 
5 years. 

Mr. Brosaker. In the market we have had for several years, Sen- 
ator, there is no question but what the industry could have charged 
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about. what it wanted for the steel and could have gotten away with 
it. They used the Supreme Court’s decision in the basing-point case 
as an excuse to avoid the absorption of freight costs. They could just 
as easily have tacked that on to the direct prices as such, as a price 
increase, and have taken the same amount. 

I would not say one was necessarily a cause of the other. It was a 
very handy tool for them, because they got a price increase without 
raising prices. That is what it amounted to. 

Senator Carenarr. What happened is they are no longer paying the 
transportation charges; the buyer is paying them. Therefore, they 
are saving whatever ‘they originally formerly paid out in transporta- 
tion Sl ae 

Mr. Brunaxer. As you know, however, we happen to be in favor 
of the Supreme Court decision in the basing-point cases. 

Senator CarrHartr. Yes; I know that. 

The Cuaimrman. Of course, if you increase the price of steel by any 
appreciable amount, the taxpayer would bear the higher cost in the 
end, because the Government is buying so much steel for the military 
at this particular time. The taxpayer also will feel the higher cost 
of the steel used in the construction of roads, bridges, and so forth. 

You say they asked $12 a ton. I presume that is correct. But in 
the end the taxpayers would have paid a considerable proportion of 
that increase. 

Mr. Brusaxer. There is no question but that if the companies 
raised prices, the Government would have to pay quite a little bit 
extra for the cost of the steel and steel items which it buys. I think 
there is the fallacious assumption, however, that increases in steel are 
clireec ‘tly related to cost increases and are « aused by t he cost increases. 

I do not think that that is true at all, and I do not think any 
careful examination—and I am prepared to examine that with you 
if you want—as to the amount of price increases that there have been 
over the last few years as re ‘lated to wage and other cost increases 
would affect that. 

For instance, in the last wage increase, which we got back in De 
cember 1950, a wage increase of an average of 16 cents an hour, Witeh 
represented a cost increase of about S3.50 to 9375 per ton to the 
ee They raised their prices at that time, they said, by about 
$5.50 aton. The subsequent figures which came out in their own trade 
magazines showed the price increase was about $8 a ton, and I think 
the figures they presented to Mr. Arnall in the course of their argu- 
ments with him about price show they raised prices about $8 in 
December 1950. 

The CuarrMan. I understood them to say they had raised them by 
about $5. I may have misunderstood Mr. Wilson. 

Mr. Brusaxer. I do not know what they said to you, of course, 
because it was a private session. . 

The CuarrMan. That is what he said. I think the members who 
were here will confirm that. He said it would require a $5 raise when 
you were raised 16 cents. 

Mr. Brupnaxer. The figures, however, I think will show—and these 
are their own figures from their own price magazines—that the price 
increase actually averaged about $8 a ton. That is a part of the 
testimony which Mr. Arnall has already given, I am certain. T am 
not interested in arguing the precise amount. I could show you, if 
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you want, however, I think, that the price increases have far outrun 
the cost of any wage increases that have been given in the postwar 
period. 

The CuatrMan. Of course we were told to the contrary. 

Mr. Brusaker. Of course there is one way of getting to the facts 
on this, and that is to take a look at the profits they were making. 
In this material which we have presented to the committee, we have 
tables showing the net profits of the steel companies. 

The CuarrMan. I am going to ask you a question about those 
tables. That is quite a large amount of material in the exhibits you 
have presented. Are there any particular items in that material you 
want to put in the record ? 

Mr. Brusaxer. I do not want to encumber the record by asking 
you to include these exhibits. 

The CuarrMan. But there might be some worth-while ones in there 
that you could call to our attention. 

Mr. Brusaker. On a point like this I would suggest, for instance, 
that you take from our exhibit 9, as it was numbered, the tables 4 and 
5 which show the profits. 

The Cuarrman. Without objection, they will be made a part of the 
record. 

Senator Rorertson. I am reserving the right to object. Are those 
tables on costs and profits different from the tables that were pre- 
sented the other day in the testimony of Mr. Putnam and Mr. Arnall 
We do not want to duplicate these figures. Is it not true that econo- 
mists for the steel companies and economists for the Government 
agreed on certain figures relative to wage increases and resulting cost 
increases in profits? Are you in accordance with the Government 
figures ¢ 

Mr. BrusaKker. The question here was asked by a number of Sen 
ators with reference to specific companies and their profits. We gave 
in this exhibit 9, which I am referring to, in these two particular 
tables a breakdown of the profits for each of these specifically named 
companies, the major companies in the industry. 

Senator Rogertson. I want to go into the record the fact that | 
have no objection to your putting those in. 

Mr. Brupsaxer. These are figures, incidentally, taken from their 
own financial reports as issued to their stockholders. 

Senator Frear. You say you gave us a copy of that? 

Mr. Brupaker. We have given you a copy of this; yes. 
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(The tables referred to follow :) 


TABLE 4.—Net profits reported '—Steel industry (20 « 
{In millions] 
1939 | 1945 | 1946 1947 


U. S. Steel ; $41.1 $58. 0 $88. 6 $127.1 
Bethlehem - - - 24.6 34.9 41.7 51.1 
Republic . : 10.7 9.5 16.0 31.0 
Jones & Laughlin 3.1 8.5 11.1 20.1 
National. . 12. 6 '. hl 20. 5 26.8 
Armco 1.0 | 13.4 |} 18.6 25.0 
Youngstown Sheet & Tube-- 5.0 , 1s | 14.3 25.3 
Inland 10.9 9.9 5.6 29.9 
Colorado Fuel & Iron | 1 (.06)| 2.0 | 3 5.1 
Wheeling 5.6 4.0 | 5.4 11.7 
Sharon - - 4 r .-Z6 } 2.9 6.7 
Kaiser | (4) | 16.6 i} 2.0 1.8 
Crucible 2.8 1.8 2.1 
Pittsburgh - 6 -.2 1 (05) +0 
Rarium —.2 1 (.05) 1 (.01 1.7 
\llegheny-Ludlum 2.0 3.4 6. ¢ 6.0 
Granite City .3 <a 3 1.7 
Detroit 5 9 2.4 $1 
etroit and Portsmouth ¢_.. 4) (4) | 61.2 3 g 
Copperweld 9 7 { 1.5 
lan Wood a 3 & 90 
Total (20 companies) - . 125. 7 ISf 48. 2 86.0 
Increase over 1939 (percent i is. 4 17.8 207 
Increase over 1945 (percent 3. 1 107.0 
Increase over average of 3 best 


irs 1946—49 for individual com- 
panies (average $476.3) (percent) 


Decrease over 1950 (percent 


Fiscal years ending in the year indicated 


Annual rate based on a straight line projection of the first 9 calendar months 





m and Kaiser which are final figures for full fiscal years ending June 30, 1951 


Colorado Fuel & Iron: Net profits for the third quarter of 1951 (the first qt 


52 fiscal year) were at an annual rate of $8.2 


‘ Not operating 
’ Kaiser: Net profits for the third calendar quarter of 1951 (the first quarter of 


were at an annual rate of $10.1! 
Portsmouth: 1946 data covered 6 months operation’so nly. The corporation’s 


Kaiser Steel not operating in 1939. Were Kaiser Steel figures excluded from 1 


omparison would be slightly affected. 


Source: Annual reports of the companies, Moody’s Industrials. Calculations « 
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ompanies ) 


1948 | 1949 | 1950 | 19512 


$129. 6 $165. 9\$215. 5/$179. 6 
90.3; 99.3) 123.0) 89.5 
46.4 46.1}; 63.8) 52.3 
32.9; 22.2; 39.7] 31.8 
10.1 39.3 57.8 46.0 
32.0 30.9 47.0) 35.7 
35.7 s1.8 40.6; 31.4 
38.6] 25.0) 38.0] 33.7 
6.2} 10.2 4.4,310.4 
15. 1 7.9) 18.3) 15.6 
9.2 3.3 9.3 9.6 

5.8 9.9; 11.9) 57.5 
1.4 6.3 R.8 
& 6.4 6.6 
2 7 0 5.0 
6.8 20 9.8 98 
x 0 5.7 s 
{ 2 8.9) 11.7 

‘ { ‘ 
ES 2. ¢ i 
} 2 2 2.3 
22.7 11.8! 713.0) 596.2 
7.2) 467.2) 374.3 
s 4.4; 282 219. 7 
I" 9 
16.4 
ex ( wado Fuel & 
juarter f this cor any’s 
this company’s 1952 fiscal 


operations were purchased 
Detroit at the end of 1949. The combined operations are counted as | company 


for purposes of this table. 


iter year totals percentage 


urs, 
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TABLE 5.—Profits before taxves *—Steel industry (20 companies) 


{In millions] 














1939 1945 1946 1947 | 1948 | 1949 | 1950 | 19512 
U. 8. Steel ‘ $54. 1 $88.0 $120.6 $244. 4 $294. 0 $314.0 $485.0, $573.0 
Bethlehem. - _- | 30.8 47.1 57.2 82.1) 147.6) 165.8, 245.0 269.5 
Repu bic _. 13.1 26.4 25.3 58.3) 87.4) 84.1] 154.3! 168.1 
Jones & Laughlin 3.7 10.3 15.8 31.6) 51.9, 35.4 73. 6 86.1 
National __ ‘ 14.2 27.1 34.3 49.6' 83.9) 88.6 124.4) 143.6 
Armco ; 4.8 18.8 30.0 41.5) 52.1) 50.2 95.2) 104.1 
Youngstown Sheet & Tube 5.9 3.4 23.5 42.9) 61.1) 51.7 74.4 74.2 
Inland 13.5 18. 1 24.6 48.4 61.8) 40.9 79.2; 96.1 
Colorado Fuel & Iron 1 (.08) 3.5 .1 (07) 7.8) 98) 16.1 7.1; 420.3 
Wheeling 6.6 7.4 7.5 19.4; 25.1) 13.7 35. 7 52.3 
Sharon 5 3.5 4.5 10.9 15.0 5.0 19.2 30.4 
Kaiser __- (5) 16.6 2.0 —1.8 5.8 17.1 20.0, 14.2 
Crucible 3.4 4.8 5 3.1 6.3 1.7 14.5 28.3 
Pittsburgh 7 F 2 a 6.9 9.4 1.4 12.5 20.9 
Barium —.2 2 1 2.9 4.8 1.6 3.7 15. 6 
Allegheny-Ludlum 2.5 11.2 11.6 10.1) 11.4 3.2 20. 1 31.9 
Granite City 4 3 —.3 2.6 6.2 9 11.1 14. 6 
Detroit bs 7 3.4 3.8 6.6 7.8 5.1 17.2 i. 5 
Detroit and Portsmouth ® (5) (5 1.9 6.3 7.1 7.9 (3 ( 
Copperweld 1.2 .8 7 ? 8.58 2.7 1.4 9.2 
Alan Wood 5 me 1.2 3.2 7.0 Ry 1.3 6.9 
rotal (20 companies) 156.8 301.0 365.0 679.5 964.3 914.9 1, 500.9 1,803.8 
Increase over 1939 (percent 92.0 132.8 33.4 515.0 483.5 S57. 2 1, 050. 4 
Increase over 1945 (percent 21.3 125.7, 220.4, 204.0 398.2! 499.3 
Increase over average of 3 best 
years 1946-49 for individual 
companies (average $857.0 
(percent 75. 1 110.5 
Increase over 1950 (percent 20. 2 
I ily mitt iré reported ending in the vear indicated, ph Federal income and excess 
profits taxes and, in the case of 1) S, Steel, Republic, and National, accelerated deprec not ¢ ible 
fo: rt tax purposes in certain years prior to 1951. In a few cases income taxes other th Fe vere 
l bec ise tl ] ot} t ted 
\ ual ba ) t e projection of e fi } lend I t} exe for ( ( y 
fir Col Fuel & Tr 1 Kais W ire final f es f ull t 1 
Jun 
Jones & Laughlin: For the ye mior to 1949, profits befere taxes were iputed by addi he net 
profits figure as revised by the rporation to the revised combined income tay ire From tl tal was 
subtracted incorme taxes other than Federa) as originally reported try the corporation for the respective years. 
acy Che annua! rate during the third calendar quarter 195) was $29.5 
No 
Kaiser: The annua! rate during the third calendar quarter 1951 was $22.8 
Pittsburg Profits before taxes were computed by adding the revised net profits and the re sed income 
Kes. shown in a recent prospectus, less State income tax s shown in Moody’s Indu ls and tt 
‘ ] em 
Est bv as ? rate of 6S percent 
ith 046 da ifir s operations only rhe corporation’s operations were purchased 
by Detroit at the end of 1949 rhe combined operations are counted as 1 comy y tor pur] 
tat . 
Kaiser Steel not operating in 1939. Were Kaiser Steel figures excluded from later year totals percentage 
I would be s! lv affected 
Source: Annual reports of the companies, Moody’s In‘dustrials. Calculations ours. 


Senator Ronrerrson. I want to ask you this question: Have you 
read the heures we have already had presented in the testimony pre 
viously given us by the Government witnesses, not by individual com- 
panies, but industry wide ? 

Mr. Brupaxer. I have seen the figures that Mr. Arnall presented 
to the Senate Labor Committee. 

Senator Roserrson. They were the same figures he gave to us. 
They were published in pamphlet form. Do you agree with those 
figures / 

Mr. Brveaker. Of course, I have not seen the basis for the selection 
of those figures. I have no basis for quarreling with them at all. I 
think they are a reasonably accurate statement of the profit position 
of the indust ry. 
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Senator Ronerrson. There are two issues we have got to deter- 
mine: First, do you agree with the Government figures‘ Second, do 
the economists of the steel companies agree with those figures? If 
you agree with them, we have got along that far. We are going to 
hear the steel companies and see ‘whether: they agree. 

But if none of you agree, then we should know what the figures are 
before us on which we should act. 

Mr. Brusaker. I think the quarrel here has not been with the 
figures really. The quarrel has been with the question, as I get the 
steel companies’ argument, as to whether or not the Government even 
has the right to consider profits before taxes in setting price ceilings. 
That is one of the major quarrels they have had with the figures. It 
is not that the figures are inaccurate. I do not think they have 
alleged that at any time. 

Senator Roserrson. Of course, you realize the 85 percent formula 
being applied, which is the same as the excess-profits tax formula, 
was What is commonly referred to as the Eric Johnston formula. 
That was just his personal formula. It was never written into the 
law by Congress as a formula. That was his interpretation of the 
authority conferred upon him aside from whether OPS has a legal 
right under the delegation of authority to control profits. That is 
what it amounts to. 

We wanted to know if there was any agreement on what the profits 
were before we get to the question of deciding whether OPS should 
control profits in the name of stabilizing the economy. We want to 
know if you agree with the Government figures, and then we i ask 
the steel companies do they agree to it, and then we, at least, will 
know what the agreed figures are. 

Mr. Bruspaker. We have no quarrel, Senator Robertson, with the 
figures as presented to you by OPS with reference to the industry 
profits. 

Senator Roserrson, Then I understand that to all intents and 
purposes you agree with them ? 

Mr. Brunaker. That is right. 

Senator Roserrson. Do you know whether the steel companies have 
a different set of figures / 

Bropaker. I should say that most anyone attempting to de- 
termine the fimures for profits in industry is probably cong to come 
up with a slightly different set of figures. I do not think they would 
be significantly different. 

The steel industry does have a set of figures which they published 
through the American Iron and Steel Institute, which is for a ditferent 
group of companies than the Federal Trade Commission and SEC 
normally call the primary iron and steel industry. 

As I noticed Mr. Arnall’s testimony. however, he asked those people 
to break out a separate set of figures which would be for the companies 

shown by the American Iron and Steel Institute. 

Senator Benton. He said the economists were in agreement: his 
economists and the steel economists were in agreement, Senator 
Robertson. 

Mr. Bruraxer. I would doubt if there could be any real quarrel 
with those figures because they are all taken from the — published 
reports of the companies. They are all public figures. I do not see 
any reason why anybody would need to quarrel with them. 

96315—52—pt. 4——_10 
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Senator Capenartr. The facts are, they are doing a tremendous 
volume of business, and any time you do a big volume of business 
you are going to make money. Ordinarily you make money. The 
larger the volume, of course, the more dollars you are going to make. 
Even though you make a smaller percentage on your net ‘sales, you 
still make more dollars. 

Mr. Brupaxer. I have no quarrel with that. I think that is one 
of the things that we should expect from mass production. 

Senator Capenart. The higher the price, the more dollars you will 
handle, and if you are making a percentage of profit, even though it 
is small, and your sales are tremendous, you are going to end up with 
a lot of dollars. 

Mr. Brupaker. Of course there are other measures of the proper 
level of profits, as you know. We have quarreled with the industry as 
to the question of whether profit per sales dollar is the appropriate 
measure, or whether you should not use profit on invested capital. 

Senator Caprmartr. I want to say this to you, if you do not use it 
on sales volume, you will wreck every little business manufacturer in 
America. This country was built on percentage of sales in order to 
protect the little fellow. 

Mr. Brunaxer. Though it was, I think, also built on the assump- 
tion that when sales do increase, when sales volume increases, you 
can cut the margin and still make out well enough on your investment. 

We think that it is entirely proper that this industry should do such. 
Yet it has never, in the last few years, as it has increased its sales 
volume, cut prices. It has chosen instead to take more profit. 

Now I would like to get back, if I can for a minute, to the question 
of our wage increase and the dispute which has developed with refer- 
ence to that. I first would like to point out to you something that 
1 am afraid has gotten pretty much overlooked in the arguments that 
have developed as to the propriety of what the Board did or what 
the President did, or what someone else did or what we demanded. 

You must remember that this union, its employees, its members 
who work in the steel mills have had no wage increase since December 
of 1950. We have been working at 1950 wage levels now for nearly 
18 months. We have had during that period a fairly sharp increase 
in the cost of living despite the existence of the Defense Production 
Act. 

So our people have suffered a decline in their real wages during 
that period, one which we think it is proper for the industry to make 
up, particularly and doubly so because the industry can make it up: 
and secondly, because the regulations for the stabilization of wages 
as set up under the Defense Production Act do permit the making up 
of such losses in real wages. 

Here we are at 1950 wages paying 1952 prices. We do not think 
that isequitable. That was the reason why—one of the major reasons 
why—we reopened our contract in November of last year asking for 
a wage increase. 

Senator Benton. How much do you estimate that amounts to in 
cents per hour, that one factor ? 

Mr. Brupsaker. First let me say, if I may answer your question 
little more orderly here, I do want to point out this happens to be the 
policy of the Stabilization Board, that real wages may be maintained. 
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There is some quarrel sometimes as to what precise date you use from 
which you measure the change in real wages. 

There is common recognition, however, in most major collective- 
bargaining agreements that wages at least should keep up with the 
change i in the cost of livi ing since the last wage agreement was signed. 
I think you probably have had put in the record by somebody, I trust 
at least, the statement which was made by President Fairless of 
United States Steel—this was during the pendency of our dispute and 
our bargaining with the industry—in which he stated: 

Undoubtedly the union is entitled under the existing wage stabilization formula 
to ask for some increase in wages to cover increases in the cost of living 
since the present wage scale became effective. 

That present wage scale became effective December 1, 1950. 

Senator Carenart. I put that in the record. It is in our record. 

Mr. Brusaker. Thank you, Senator. 

Senator Moopy. On that point, Mr. Brubaker, how much would 
that amount to on a cost-of-living basis alone ? 

Mr. Brousaker. On the cost- of- living basis alone since December 
1, 1950, the steelworkers would be entitled to an amount somewhere 
between 1514 and 16 cents per hour, depending on which particular 
cost-of-living figure you used as your starting point. 

Senator Moopy. Are those figures agreed to by the companies ? 

Mr. Brupaker. 1 think there is no quarrel with those figures at 
all. We presented those to the steel panel and the companies never 
challenged those. They did not think it was proper that the Board 
should use that basis, but they did not quarrel with the figures. 

I think Mr. Feinsinger mentioned three different figures which 
were possible. He said that if you were to use the October if cost- 
of-living figures which were the ones available on December 1 at the 
time we signed our contract, the Board would have come up w ‘th a 16- 
cent per hour general wage increase based on cost of living alone, 
the rise in cost of living since our last contract was signed. 

Senator Benton. Sixteen cents? 

Mr. Brusaker. Yes. If you had used the November 15, 1950, in- 
dex cost of living, the increase would have been 15 sa aia if you 
had done as one of the companies at the hearings urged them to do, 
fabricated an index out of whole cloth for December 1—because 
there is no such index—by a system of interpolation between the 
November and December index, you would have come out with a 
figure of 13.5 cents. There is no quarrel with those figures. 

Senator Benron. Where did Mr. Wilson get 6 cents / 

Mr. Brusaker. I frankly do not know. I wish you would ask Mr. 
Wilson that, because it cannot be derived by any base you use. 

Senator Benton. He said it might be as much as nine. 

Senator Caremart. Was it 6 percent or 6 cents? 

Senator Benron. I thought he said 6 cents. 

Senator SparKMAN. He did. He insisted on 6 cents. 

Mr. Brusaker. If you had taken the January 15, 1951, cost-of-living 
figure, and calculated the cost-of-living increase since that date, you 
would have come out with a 9-cent increase. 

Senator Doveras. You took part in the negotiations which led up 
to the December 1950 scale, did you not ? 

Mr. Brusaker. [| did. 
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Senator Doverias. What cost-of-living index did you use during 
those negotiations ? 

Mr. Brupnaker. In all honesty I would have to say that we did not 
use a cost-of-living index. We did have before us, and I remember 
very well arguing myself with the steel corporations and with certain 
of the other companies, the cost-of- abe. increase which had already 
taken place. We used the October 15, 1950, index since it was the 
last one available. We always do mat: 

Senator Dove tas. You did not make any estimate as to the move- 
ment in the cost of living after the 15th of October ? 

Mr. Brupaker. We certainly did not. I have seen the statement 
made by the companies that ‘iously—and they did not make that 
before the steel panel except as a speculative conclusion—that obvi- 
ously our increase in December 1950 must have anticipated the cost- 
of-living increase which was in process of occurring at that time, but 
which was not yet reflected in the index which was published. 

Senator Doveias. There was no further index actually published 
until January 15 ¢ 

Mr. Muter. The next one came out on about December 2 

Mr. Brunaker. It comes out every month. There are certain cities 
that they survey quarterly. There is a national index published every 
month. 

Senator Doveias. Was the November 1 index available then ? 

Mr. Brunaxer. No, sir. It was not available until almost a month 
after the negotiations had closed. 

Senator Benron., Can you not give a hypothesis of the 6 cents? 
That is a tremendous spread, 16 cents against 6 cents. 

Mr. Brusaxer. I frankly cannot understand where Mr. Wilson 
could have gotten a 6-cent figure, unless it is simply the confusion 
which a number of the newspapers contributed to by speculating as to 
what changes in cost of living might be. I remember having seen in 
the papers figures : as low as possibly 6centsan hour. Those came from 
some estimating which occurred at the time that it was stated that we 
were going to reopen our contract, which was clear back in October 
1951, at which time we indicated we were going to reopen our contract. 

If you had gone clear back to then, you could have gotten a figure 
as low as 6or7 cents. Newspapers picked that up. 

Senator Benton. Could you have started with the outbreak of the 
Korean war and figured it in? 

Mr. Brupaker. No, sir. That would not have come out at all. It 
is simply a matter of not having looked at the latest figures available. 

The CuammMan. Senator Schoeppel has a question. 

Mr. Brupaxker. If I may finish. 

The CnHatrman. Certainly. 

Mr. Brunaxer. The companies’ economist in his appearances before 
the steel panel did not argue with the question of how much would 
come under these bases. He was arguing, as I remember, the only 
difference of opinion we had on this score was that he felt we should 
use the so-called adjusted consumer price index and we were arguing 
for the use of the so-called old index which made a difference of a half- 
cent or a penny in the amount. 

Senator Benton. Fifteen versus sixteen ? 

Mr. Brusaker. That is all. 
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Senator Scnorrren. Mr. Chairman, I would like to approach this 
matter on a little different basis. I can probably point up what I have 
in mind. According to some Government statistics, the workers in 
all manufacturing industries are earning an average of $1.64 an hour, 
and the steelworkers on an average are earning $1.88 an hour. Do you 
generally agree with that? 

Mr. Brupaker. Yes, sir. Those are the gross-earnings figures pub- 
lished by the Bureau of Labor Statistics. 

Senator ScnorrreL. Putting it a little differently, workers in all 
manufacturing industries are earning, on an average, ‘about $67 a week. 
The steelworkers are earning, on an average, $78 a week. How much 
more do the steelworkers have to get above the average in order to 
catch up? 

Mr. Brusaker. Senator 

Senator Scnoerren. That is in language that the man on the street 
can understand. 

Mr. Bruspaker. You are posing a question that I doubt any of 
us can assume, and that is that wages in all industries ought to be 
the same. I think that is the basic assumption in the question that 
you are asking. We would never agree to such. There are obviously 
very good reasons for sharp differences in earnings levels as among 
various industries. Steel has always been far above the average of 
all manufacturing, and it should be. It is a heavy industry. 

Senator Scuorrren. That shows in the question that I asked you. 

Senator Douetas. Is not this also true: that most concerns, most 
industries, are one-shift industries? Steel is a continuous industry, 
a three-shift industry. Therefore, the second shift and the grave- 
yard shift have differentials of 4 and 6 cents. 

Mr. Brousaker. Yes, sir. There is no question but that does help 
to raise it. 

Senator Dougias. That is $2.40 a week. That in itself will raise 
the figure. 

Mr. Brupaxer. I would not agree entirely with one thing implicit 
in your statement, Senator: that steel is a continuous- process indus- 
try. It does have certain continuous-process features. There is much 
of it, however, which is not continuous; but, as a practical matter, in 
a time like this, it has worked around the clock even in the noncontinu- 
ous operations. That has meant a longer workweek, and it has meant 
inclusion of shift premiums; and, therefore, it has helped to raise 
gross earnings. 

The question here: We have labeled this “a catch-up increase.” As 
| remember, Chairman Feinsinger stated also that he felt and the 
Board felt that this was a catch-up wage increase. In fact, if I 
remember, the President himself labeled this “a catch-up.” Let me 
tell you what I mean by “catch-up.” 

Maybe we are talking of two different things. Maybe if we tell 
you why we think it is a catch-up increase you w ill have a better under- 

standing at least of the use of the terms. Under the stabilization 
formula for w ages, there are at least two types of wage increases that 
are permissible without any question. The Board has regulation 6, as 
you know, which permits a 10-percent increase above the straight-time 
earnings level of January 1950. We got in December 1950 an increase 
of approximately 10 percent. It was a little less than that. It was 
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about 9.8 percent as I remember, which is most at least of what we 
are entitled to under regulation 6. 

There is another regulation, No. 8, which says that you are per- 
mitted to maintain your real wage levels as of January 1951 without 
even coming to the Board, without even : asking approval of the Board. 
Under the strictest kind of inter pretation ‘that you could give to 

regulation 8, we would be entitled to this 9 cents per hour that we 
spoke about prev iously. 

Senator Carenarr. That is a cost-of-living increase ? 

Mr. Brunaker. Strictly a cost-of-living increase without any ques- 
tion. As I say, nobody has to get approval for that; you can do that 
without going to the Board. The Board is there to consider the 
question, in part at least, as to whether there is any equity which 
would justify going beyond what you do not even have to seek ap- 
proval for. 

In our case we felt we were entitled to more than 9 cents. There 
is in regulation 8 a section which does permit us of a different base 
period for determining the amount you are entitled to on cost of living 
if the circumstances warrant. We thought they did. 

But, to get strictly to the catch-up question, we had gotten the 10 
percent—I say almost 10 percent—we had gotten no more. Under 
stabilization regulations the vast majority of other workers in the 
country, organized and unorganized, had not only gotten the 10 per- 
cent. but they had gotten the increases permitted under regulation 8 
without even going to the Board for ee al. 

Many of them had gone to the ‘ganized and 
unorganized—and asked for approval of increases over and beyond 
the 10 percent and the cost-of-living application to regulation 8, and 
those had been approved in many, many cases by the Board. So that 
when I say we were catching up, and when Mr. Feinsinger and Mr. 
Truman say that the steelwor rkers were cate hing up, they simply mean 
that in terms of general increases, we were getting what we were en- 
titled to under regulation 8 or under some other criteria of the Board 
which other unions and other groups of workers had already received, 
and there cannot be any real quarrel about that. 

Senator Carenartr. You were not catching up with any other in- 
dustry ; you were catching up with that whie +h the Board, under their 
formula, allowed, which was an automatic cost-of-living increase ? 

Mr. Brusaxer. We were catching up with the wage increases which 
they had gotten, not with the general level of wages. 

Senator Carenart. That is what Mr. Wilson said yesterday ; that 
you would be entitled to about between 6 and 9 cents an hour, under 
that formula. 

Mr. Brusaxer. Yes, sir. Let me give you three or four examples 
which I think might answer your question better, Senator Schoeppel. 

As I had said, we had gotten a 16-cent increase in 1950. That is 
the only thing we had gotten since this stabilization base period. In 
meat packing, which it is true has a lower average wage level than we 
do, they had gotten in 1950 a general increase of 11 cents an hour. 
In 1951 they got an increase of between 11 and 141% cents an hour. 
In February of this year they got another 6 cents. So that there you 
have about 28 or 2814 cents an hour which the meat-packing workers 
have gotten in the stabilization period; whereas we got 16, 
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There is a sharp contrast. We are in this case asking to catch up, 
as it were, with the meat-packing workers. To take another group—— 

Senator Doveras. Is it not true that the meat packers went for a 
period of time without any increase prior to this ? 

Mr. Brusaxer. What is that question ¢ 

Senator Doveras. Did they not go for a long period of time without 
an increase when the first of these three increases came? That broke 
a long drought. 

Mr. Brunaker. No; I do not think that is true, Senator. 

Mr. Miter. We had a longer drought, Senator, between 1948 and 
1950. Ours was longer, from July 1948 to December 1950. In meat 
packing, the drought was less than 2 years—October 1948 to August 
1950. 

Senator Carenartr. Why did you not take the 1214-to-15-cent-an- 
hour increase that the industry offered a week ago or 2 or 3 weeks ago ¢ 

Mr. Brupaxer. I think there, Senator, the most honest answer that 
I can give you is that that was simply an offer which came so late in 
the game that at that stage, and the form in which it was made, it was 
no longer acceptable. I would not be interested in speculating as to 
what we might settle for in this case had the company made some kind 
of offer to us back in November or December. 

It might have been more; it might have been less than the Board 
recommended. But you have got to understand that during our bar- 
gain with the industry they never offered us one solitary single penny. 
that we came up to a Board which we both voluntarily appeared 
before to hear the merits of what we were entitled to. After you go 
through that long procedure, which we did, both arguing the merits 
of our case, and the Board comes up with a recommendation which 
says “We think you are entitled to so much and that this is a fair and 
equitable settlement,” at that stage I think it is no longer proper for 
the industry to say to us “We think you ought to bargain down from 
what some impartial body has said is a fair and equitable settlement,” 
any more than we would be entitled at that stage to say to the com- 
panies, “We think you ought to bargain up from what the Board 
recommended.” 

Senator Carenartr. 1 think Mr. Wilson testified that he was pre- 
pared on his return from Key West to offer 1214 to 15 cents and to 
offer the steel companies some sort of increase in prices. It got all 
snarled up. 

Mr. Brunaker. This again was after the Board had made its recom- 
mendations, you must remember. I do not think it would have been 
acceptable then had Mr. Wilson made the offer, which he never did. 

The CuamrmMan. Senator Moody. 

Senator Moopy. What is the difference between the 9 cents that Mr. 
Wilson said you were entitled to under the regulations of the Board 
and what the Board finally said would be a fair offer ? 

Mr. Brunaxer. I think that is a very good question and one that I 
would be happy to try to answer. The regul: ations of the Board, as 
we said, were to give a minimum of 9 cents. The Board came up with 
a recommendation, as you remember, of 1214 cents as of our contract- 
termination date, and 214 cents 6 months later, and another 214 cents 
another 6 months later. 

The average for the year 1952 would have been 13°4 cents in direct 
wages; whereas the strictest interpretation of regulation 8 would have 
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been 9 cents. The liberal interpretation of regulation 8 which we sug- 
gested would have been 1314, 15 or 16, depending on which particular 
one of these cost-of-living figures you used. There were, however, a 
number of other considerations which had to be taken into account here, 
and which I think you have to take into account in trying to assess the 
fairness of what the Board did, if you are interested in that. 

This is important to remember. “We have never closed a wage con- 
tract with this industry for a period longer than 1 year with one sin- 
gle exception when we ran 13 months. Alw ays before we have ae 
had a 1- year contract or we have had a wage reopening after 1 yea 
which would give us the chance to come in and, if circumstances w ar- 

ranted, to ask for a w age increase. 

Here the industry wanted a longer-term contract. They asked 
the Board for a longer-term contract, privately and publicly. So 
that when the Board finally came out with a recommendation and 
said “We are recommending an 18-month contract on wages here,” 
it is kind of inappropriate to say that the Board’s recommendation 
was 171% cents on wages plus certain other amounts on fringes. It 
Was a maximum of 171% cents for a year and a half, not 1714 cents for 
a year. Fora year it was an average of 1334. For 18 months it would 
be average of 15 cents. There of course are other justifications in 
our case which we felt were entirely appropriate which warranted 
more than 9 cents. We have had a large increase in productivity 
in this industry throughout the war period and in the postwar period. 
In the last 3 years, figures made available by the Bureau of Labor 
Statistics indicated an average productivity increase of approximately 
4 percent per year. Four percent per vear applied to our dic nt 
wage level would be about 714 cents wage increase per year, just to 
keep up with the percentage increase in productivity. 

The industry quarreled with us as to the long-term trend in produc- 
tivity. They thought that this 4 percent would not be maintained 
over a longer period of time. We showed other figures which indi- 
cated over a longer period if you will, about a 12-year period, since 
1939, that the average increase was about 3 percent per year com- 
pounded. 

When we got right down to it with the steel industry’s economist 
at the hearings, he finally said. “I would not quarrel with the fact that 
steel productivity has increased somewhere between 214 and 3 percent 
per year over the long-term trend.” So that we have a good basis for 
asking for something more than just the cost-of-living increase, not 
just because productivity had gone up in this industry, because it 
clearly had, but because many other major groups of workers were 
getting cost-of-living increases plus improvement factor or produc- 
tivity increases. We see no reason why we should be discriminated 
against. 

[If you applied even the minimum kind of productivity increase 
above this 9 cents, if you use the 4 cents that the auto workers use, re 
are up to 13 cents right there. If you use 5 cents, which is used i 
some of their contracts, you are up to 14 cents. 

The Cuarrman. Senator Schoeppel ? 

Senator Scnorrren. I would like to pursue these two questions fur- 
ther, if Imay. On this catch-up question that we are discussing now, 
did you, in your industry or those who are responsible for presenting 
your bargaining basis, did you present for consideration a catch-up 
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formula? Was that generally given out so that the public would 
know what the situation was? 

Mr. Brusaker. I can say to you frankly that we did present to the 
companies the same comparisons which we later presented to the Wage 
Stabilization Board relating to the wage increases granted in other 
industries. I remember very clearly discussing with the steel cor- 
poration the question of how much increase had been given in autos, 
and how we were lagging behind. I can tell you very frankly that 
we were told by the steel company at that time, “Obv iously we can’t 
justify asking you to lag behind another major group of workers like 
this.” But at the same time they were not prepared to make an offer 
to us. 

Senator Scuorrret. I am thinking in terms of the reaction of the 
general public who do not generally know exactly what you people 
for your industry were starting out to bargain upon. The public 
after all pays these bills whether you get an increase in wages or the 
steel companies get an increase for the costs of the materials that they 
sell. You get them in the position to do that. 

Mr. Brupaker. Unless the industry were in position to absorb the 
costs ; then the public would not pay any. 

Senator Scnorpre.. That is a question that you are in dispute on. 
The steel companies think that they cannot do it and you think they 
can. Have you people gone to the general public, and presented to 
us here around this table, what your catching-up formula actually 
was, or could you do that for us 4 

Mr. Brupaxer. I could. I started a moment ago for some of these 
industries, and 1 would be glad to go to several of the others with you. 

I gave you meat packing, for instance, as one example. In the tex- 
tile industry, for instance, which goodness knows is at cc moment 
not a particularly prosperous industry, there was granted in 1950 a 
10-percent increase in textiles. It averaged about 12 ce saab an hour, 
because their general wage level is lower than ours. There was in 
1951 a 914-cent further ine rease, and there was an automatic escalator 
clause written into the major contracts at that time which permitted 
them to continue from there on, keeping up with the cost of living. 
So that they have gotten already well above 20 cents an hour, and were 
getting more as the cost of livi ing rose. 

In the automobile industry there was in 1950 a 10-cent-per-hour gen- 
eral increase plus some increases over and above that for the skilled 
workers. There was a 14-cent increase in 1951, which was a total 
of 24 cents in that 2-year period, and the period when we got 16. 
But—and this was important and we argued this with the steel com- 
panies and we tried to do it with the public. I must confess that we 
apparently have not gotten the point across to the public as well 
we might have, but in August auto workers were entitled under their 
contract to a quarterly cost-of-living adjustment. So that since this 
24-cent increase, as compared to us, they have since gotten another 
3-cent cost-of-living increase to bring the figure to 27, and come May, 
which is now here, the end of this month, if the Board permits and 
there is every indication that the Board will, they will be entitled 
to a 4-cent improvement-factor increase which will put them at a 
}l-cent level during this period when we have gotten 16. 
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So that we have catching up to do with the auto workers as well 
as with the meat-packing workers. 

Senator CareHart. You have catching up to do on increases that 
have occurred since January: 1950? 

Mr. Brusaker. That is right. 

Senator Carenarr. Not catching up with their wages particularly, 
but catching up with the increases that have been awarded them. Is 
that correct ¢ 

Mr. Brusaker. That is quite right. That is, of course, what the 
stabilization rules, as you know, Senator, concern themselves with, 
is with the increase given and not with the general level of wages. 
There is nothing in the stabilization rules which restrict cost-of-living 
adjustments because of the level of wages in a particular industry. 

Let us take a skilled craft, for instance, let us say the plumbers in 
1950, January 1950, were averaging $2.25 an hour, which is about 
what they were averaging. Under the Board’s rules they were en- 
titled to a 10-percent. increase, to 2244 cents that year. They are 
entitled since that time to come in and get further increases under the 
cost of living insofar as it has increased. That does not say, however, 
that if the plumbers have gotten only 10 percent and nothing more 
to date, that they would not be entitled to a further increase to catch 
up with the other workers who had already gotten a cost-of-living 
increase. 

The CHarrmMan. Just for the record, exactly how much is it that 
the steelworkers should be increased to catch up? 

Mr. Broupaker. That is obviously a question on which we would 
have to bargain with these companies if they were willing to con- 
sider that as an appropriate basis. They were not. We have usec 
several figures which we thought were appropriate for catch-up. We 
talked generally with them about a 15-cent increase which we thought 
was appropriate just as a catch-up increase. 

The CuatrmMan. There could be another increase besides the catch 
up! The cost-of-living increase / 

Mr. BrupaKer. The catch- up increase was primarily a cost-of- 
living increase. 

The CHairman. The cost-of-living increase in these other indus- 
tries that you were catching up with ¢ 

Mr. Brusnaker. Was there what? 

The Cuarrman. It was primarily the cost-of-living increases in the 
industries that you were catching up with ¢ 

Mr. Brousaker. That is true, for this reason: Because that is the 
only thing which the Defense Production Act permitted, was the 10 
percent and the cost-of-living increases. 

The CuatrmMan. That is 15 cents. 

Senator CarrHarr. Mr. Brubaker, you of course asked certain 
things from the steel industry. You put that in writing, did you not / 

Mr. Brupaker. Yes, sir. 

Senator Carenarr. Will you give us a copy of that? I would like 
to have it placed into the recor d at this time, vour exact demands or 
requirements that you made last December. 

Mr. Brupaker. Let me explain. I do not think you are going to 
find quite what you are looking for at this point, and I would be less 
than honest with you if I did not tell you in advance. We made our 
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demand on the steel industry to start with in terms of making a sub- 
stantial increase. 

Senator Carenartr. Did you name the amount ? 

Mr. Brusaker. We did not in the opening session. We did as the 
sessions progressed. We asked finally—— 

Senator Carenarr. Is it true that if they had met all your demands 
it would have amounted to maybe 56 cents an hour? 

Mr. Brupsaker. That is a figure which the companies have given a 
great deal of publicity to, with which I do not agree. I think it is 
grossly misrepresented. 

Senator Carenarr. Is there any place where we can get and put in 
the record so we can read it and study it, everything that you asked 
the steel companies to give you ? 

Mr. Brusaxer. Already in the exhibits you have there is a state- 
ment which shows all the things. 

Senator SparKMAN. May I say Mr. Feinsinger put it in the hear- 


ings the other day. At least, these are the demands that went to the 


Board. (See p. 2040.) 

Mr. Brusaxer. Those are the money demands that he outlined for 
you. 

Senator SparkMAN. They are both. I think Mr. Brubaker should 
tell us what they did ask for. 

Senator Carenarr. Put it in the record. If you will please tell us 
now—tell us what your demands were upon the steel companies in the 
way of wage increases, fringe benefits, union shop, everything that 
you asked for. 

Mr. Brusaker. Those are stated in summary form in exhibit 9 
which we have given you. 

Senator Carenarr. I am thinking now in terms of prior to the time 
it went to the Board. 

Mr. Brusaxer. They were the same demands exactly. As I said, 
when we served our initial demand on wages we did not specify figures. 
But in the course of our bargaining with the steel corporation and 
other companies we did ask them finally for a 15-cent general in- 
crease and for a further 314 cents to adjust the increments between 
our job classes in our job-classification program, which made a total 
average increase of 1814 cents. 

We asked for adjustments on a number of the fringe items. We 
asked for eight paid holidays, for instance, where we had none. As 
you probably know, paid holidays are the overwhelming practice in 
American industry. 

We asked for an improvement in our vacation provisions. We pres- 
ently have vacations of 1 week for 1 year’s service, 2 for 5, and 3 for 25 
We asked for some fairly substantial improvement, which I think is 
specified in this document you already have in the record. The 
Board recommended finally a change of the third week for 25 down to 
3 weeks for 15 years, on the ground that that was the generally 
prevailing practice in industry today. On the paid holidays, instead 
of giving us the eight we asked for, they gave us six. We asked for a 
2%, times total pay ‘for work on holidays, the time-and-a-half premium 
which we already receive for holidays worked over and above the 
pay you would get for not working. That also we felt was the general 
practice. They cut the figure down to two times total pay for holi- 
days worked. 
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On shift differentials we asked for 10 cents and 15 cents per hour; 
10 cents for the second and 15 for the third, where we now have 
4 cents and 6 cents. The Board improved that slightly. They raised it 
to 6 cents and 9 cents. 

Those are the main items. 

Senator Carpenart. What in your opinion—you attended the con- 
ferences—what in your opinion, if the steel companies had allowed 
everything that you asked, what would it have cost per hour? What 
is your estimate? You are an economist. You have that figured out. 
What would it have cost ? 

Mr. Brusaxer. I am not prepared, Senator, to give you a total 
figure for some pretty obvious reasons which I think will be apparent 
to you with a word of explanation. Many of these items it is impos- 
sible for us to estimate with any reasonable degree of certainty the cost 
impact, without securing from the companies and the industry a lot 
of information with reference to the number of hours that are worked 
on holidays, the number of hours that are worked on Saturdays and 
Sundays, and so on. For instance, we have a Saturday and Sunday 
overtime demand. 

Senator Carenartr. Were you willing at all times then to take the 
industry’s estimate of what it would cost ? 

Mr. Brupaxer. Let me say this to you: Prior to our bargaining 
opening, so that we could actually sit down, we hoped, and bargain 
with the cost of these demands known to both parties, we asked the 
companies to give us some fairly detailed information directly related 
to these items which we planned to demand. 

Senator Funtsricnt. You mean you do not know how many hours 
your people work? You have no figures on the hourly holidays and all! 
that, what that amounted to? 

Mr. Brunaxer. No; and I do not think there is any place it could 
be gotten except from the companies’ own records. We asked these 
companies to give us the number of hours worked on holidays in the 
last year so we could figure out how much it would cost to increase 
the premium for work on holidays. We asked them how many hours 
were worked on Saturdays and Sundays. We did not ask them for a 
yearly period there because some of them objected that that was too 
much work. We said, “Give it to us for a shorter period, for a recent 
payroll period, so we can see a recent representative period, so we can 
see how much is involved in this demand.” Nearly all of these com 
panies gave us little of the information we asked for, but in many of 
the significant cost items, significant at least as they outlined the costs 
during the hearings before the steel panel, they refused to give us the 
information requested. So that we did not have before us in our 
bargaining the cost figures for such an important thing as Saturday 
and Sunday overtime. 

Senator Capenarr. Your answer is that you do not know how much 
it would cost per hour to have given you all the things that you asked 
for? 

Mr. Brupaxer. Let me say this: The companies presented before 
the steel panel a statement which I am sure the companies will be 
happy to make available to you if you want it, a statement by a Mr. 
Stringfield, of the United States Steel Corp., on behalf of the indus 
try, in which they outlined what they thought the costs of these—the 
cost impact of these would be. 
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Senator Carenart. What did they estimate it to be? 

Mr. Brusaxer. They came up with a figure of 56 cents an hour, 
approximately. 

Senator SPARKMAN, 55.85. 

The Cuarrman, 55.85. 

Mr. Brusaxer. There was included in that figure one item for Sat- 
urday and Sunday overtime alone of approximately 21 cents an hour. 
As you know, the Board gave us almost nothing on that item. They 
gave us time and a quarter for Sunday as such, nothing for Saturday. 
Certainly far from the double time we asked for Sunday. When you 
ask me how much it would cost for Saturday and Sunday overtime 
I will tell you as I told the panel, 1 think this 21-cent figure the 
companies gave is a crazy overestimate of the cost that would be 
involved. 

Senator CapeHart. They would be required to pay double time for 
both Saturday and Sunday? 

Mr. Brupaker. No, sir. Time and a half for Saturday and double 
time for Sunday. 

Senator Carprnarr. That would be every week ? 

Mr. Brunaxer. Yes, sir. For anybody who worked on those days. 

Senator Carenarr. If they worked the same number of people 
each day 7 days a week—— 

Mr. Brusaxer. Which they did not. 

Senator Carenart. If they did, of course, using them Sunday and 
not Saturday, it would be like working an additional day. It would be 
like paying for 8 days and getting 7 day’s work. So it would be an 
increase of about one-seventh, would it not ? 

Mr. Brunaker. Yes, sir, it would. But even the companies do not 
claim that a full work crew is employed on Sundays. 

Senator Scnoeprent. | would like to ask one other question. 

Senator Carenarr. So it would amount to a considerable sum of 
money. 

Mr. Brurnaker. For instance, we had figures from a few of the 
companies, we did not have for most of them, we did not have from 
the largest ones, but we had figures showing the percentage of hours 
worked on Sundays ranging from a fraction of 1 percent up to as high 
as 50 percent of the hours normally worked on other days during the 
week, So you can see you have far less than an equal number working 
on Sundays and you had quite a bit less than the equal average number 
working Saturdays. 

Senator Carenarr. I have a number of contracts with the steel- 
workers, 

Mr. BrupaKker. Yes, sir. We would be glad to pick up a few of the 
provisions that you have in that contract, Senator, to put in our basic 
steel contract. That is what we are trying to do. Maybe you have 
brought this whole thing on us se by giving us these nice generous 
provisions. 

Senator ScnorrreL. Assume you would have gotten your money 
demands. Do you now or did you adhere rigidly to the request and the 
demand for the union shop? 

Mr. Brupaker. I do not know that I can give you a satisfactory 
answer on that, Senator. : 

Senator ScHoEPPEL. Some of you people ought to be able to. 
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Mr. Brusaker. It was one of our basic demands. It is one on which 
our people feel keenly. 

Senator Scuorpre.. If you had gotten your money demands, would 
you have receded from that, which is a very very important question 
for a lot of people to know about, beth in your industry and out. It is a 
$64 question. I would like to know the answer to it. 

Mr. Brusaxker. It is one of those questions that seriously I just do 
not think I could give you an honest answer to because it is one a 
those we literally do not face until we actually see some kind of 
proposal on the bargaining table. 

We just did not have one which came close enough to what we were 
asking that we gave serious consideration to whether we should or 
should not abandon it. 

Senator Scuorrre.. I based my question on whether or not you got 
your money demands, sir. Are you now insisting and did you insist 
upon the union shop? 

Mr. Brusaker. We insisted upon the entire recommendation of the 
Board. 

Senator Scnorrren. All right. 

Senator Carenarr. Which included the union shop. 

Mr. Harris. I believe that Mr. Murray told the Senate Labor Com- 
mittee that Mr. Stephens had indicated that the stee] company would 
_ willing to grant the union shop if they got something for it, that 

, if our economic demands were scaled down. 

So it is hardly possible at any time to separate the union shop de 
mand from all the other issues. ‘They were never separated by the 
steel companies in the negotiations. ‘This statement they make to you 
that they are opposed in principle to the union shop is not founded on 
fact. There is no such thing. 

Every one of these companies has union shop agreements. Many 
of them with this union. If agreement could have been reached on 
other things with them, they would have bargained, they would have 
made an offer on the union shop. 

Senator ScHoerre.. I am assuming that some of the representatives 
of steel will be here. I am going to ask them the same question that 
I am asking you, frankly and cold-bloodedly. 

Mr. Brusaxer. I hope that you will ask them this question, too: If 
this is a matter of principle as they have stated to the public in paid 
advertisements, how can they justify their signing voluntarily union 
shop agreements with us and with other unions for other groups of 
people ‘than those in their basic steel properties? I frankly find it 
difficult to square their allegations with the known facts. 

Senator Benron. What percentage of their employees would you 
guess are under the union em now, including coal mines ¢ 

Mr. Brusaker. I do not know that I can give you a percentage. 
We do not have full information about the conditions of all the other 
people we do not represent. It is fairly substantial. 

Senator Bren'ron. A substantial percentage / 

Mr. Brusaker. Oh, ves. 

Senator Benton. Is that not the answer to Senator Schoeppel’s 
question? It is not a matter of principle, manifestly, if a substantial 
percentage already are under the union shop. It is a part of the total 
package of the bargaining processes. That is what it is. 
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Mr. Brusaxer. That is certainly true. This union shop thing also 
is not something which is new in our steel industry, and I think you 
ought to know ‘that. Over half of the contracts we have with steel 
and metal workers—and we represent people in both fields—over half 
of those already have union shops in them. Nearly all of which were 
arrived at voluntarily without even strikes in order to get them. 

Senator Bricker. What percentage of the total number of em- 
ployees are covered ¢ 

Mr. Brusaker. Somewhere in the neighborhood of 30. I have the 
figures here if you want them. In the basic steel industry itself, just 
getting right down to what we are talking about, companies which 
have the capacity to make steel or pig iron, we have some twenty- 
seven-odd contracts which we have signed with these companies vol- 
untarily, which have union shop agreements already. 

Senator Bricker. What percentage of the steel workers does that 
cover ¢ 

Senator Futsrieut. May I ask a question ? 

Senator Bricker. Let him answer this question first. 

Mr. Brupaxer. That is a relatively small percentage in terms of 
numbers. It is a little less than 10 percent. But it is a significant 
start in this industry, which I think again is some indication that it 
is not a basic principle that is at stake here. But apart from the 
precise numbers, it is a hard core of these large companies who have 
said “This is principle.” Most of these little companies would not 
even come in and argue with you that there is a matter of principle 
at stake on the union 1 shop because they have already given it to us. 

Senator Carenarr. It became a principle when the Government 
injected itself ¢ 

Mr. Brusaker. I think that is a fairly good statement, Senator. 

The CHarrMan. Senator Fulbright has a question. 

Senator SparKMAN. Mr. Chairman, before we get away from that, 
may I call attention to the fact that we have an exhibit in the testi- 
mony that was before us the other day which shows the breakdown 
of union-shop industries, and also a list of those in steel, the various 
steel companies that have union shops. You might find that help- 
ful. (See p. 2306. ) 

The CHarrMan. May I have that for Senator Capehart ? 

Senator SPARKMAN. Certainly. 

Senator Benron. Would you comment on this advertisement of 
the steel companies in line w ith what you have just said, this sentence : 
“The companies believe it wrong to interfere in any respect with an 
individual’s decision as to whether he will or will not join a union. 
It is not mentioned in this at all. This is a flat unequivocal state- 
ment in this advertisement. 

Mr. Brunaxer. All I can say is that it frankly makes no good 
sense to us for United States Steel to come in, to associate itself with 
an ad like that, to come in and say before you “We will not interfere 
with any man’s right to join or not to join the union,” when they have 
voluntarily signed agreements repeatedly with the mine workers, for 
instance, to force those people to join a union, and they have as re- 
cently as last summer, voluntarily signed with us an agreement for 
a railroad in the Pittsburgh area, right in the heart of their own 
steel center, granting a union shop. 
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It was not one of these with escape periods or with provisions old 
employees do not have to join. It was a full union shop. There were 
several people there who did not belong to the union. The company 
came to them flatly and said: “We have decided we are going to have 
a union shop. Either join the union or lose your job.” Bethlehem 
has argued the same thing. They are associated with this group of 
companies that publish these ads. 

Bethlehem sat down with us last November 1, the day on which our 
contract was being opened for basic steel, when they knew already 
in advance we were going to ask for a union shop, they sat down with 
us and signed a contract covering five units of one of their r: ailroad 
subsidiaries out in the Youngstown area where one of their major 
steel mills is, granting a union shop voluntarily. 

As recently as February 21, after we had already made our presenta- 
tion to the steel panel, Bethlehem sat down with us and signed another 
union-shop agreement for another one of its railroads. I just cannot 
understand these companies when they can put out to the public, or 
come in and say to you “There is a matter of basic principle at stake 
here which we will never accede to.” It is to us a lot of nonsense. 
We cannot understand it. 

Senator Benron. I do not agree with you. I think you understand 
it too well. 

Senator Moopy. Mr. Brubaker, if they voluntarily agreed in these 
other cases to a union shop, what was the reason given for objecting to 
it in this case? Was it the reason that was given in the ad as was 
suggested by Senator Benton ? 

Mr. Brupsaxer. As I remember, Mr. Harris, they gave a whole long 
presentation on this subject citing a lot of eminent so-called authori- 
ties in the field who cited all kinds of moralistic and other grounds as 
to why a union shop was not proper. They argued, I believe, much 
as was argued in the railway case not so long ago that there was a 
matter of principle at stake. 

They argued that it was against public policy. They did not argue 
that it was not permitted under the law. Do you remember some of 
the other arguments they used ? 

Mr. Harris. I think Senator Moody’s question was rather a dif- 
ferent one: he was asking why the companies had really refused. 

Senator Moopy. No. I asked what arguments were advanced. | 
would be glad to know why the companies refused. They would make 
the best witnesses on that. Do you have an opinion on that? 

Mr. Harris. I think that this was simply an issue that the companies 
thought was worth something to them. If they had reached agree- 
ment with us giving us the union shop they would have expected us 
to scale down some other demands. 

If they did not reach agreement, they felt that this might be an 
issue that they could blow up to the public. And they have done so. 

Senator Benton. Absolutely. 

Senator Futrricur. Mr. Chairman, I want to try to clarify the 
situation. As I understod you, the automobile industry had had 
during 1950 and 1951, and I think the first part of 1952, a total 
increase of 30 cents an hour. Is that right? 

Mr. Bruraxer. They have had 27 to date. They will have another 
t cents in May, to make it 31. 


one 
tim 
pay 
all 

sch 
pay 
‘ 
tin 
opt 
are 
cer 
say 
ot 

ma 
to 


i) 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 2115 


Senator Futsrient. In that same period—they are concededly one 
of the better-paid industries ? 

Mr. Brupaxer. They are paid approximately the same general level 
of wages as the steelworkers are. 

Senator Futsricur. Thirty-one cents. You have had 16 cents dur 
ing that same period ? 

Mr. Brusaxer. That is right. 

Senator Funsricur. That would be 15 cents difference ? 

Mr. Brusaker. That is right. 

Senator Futsrienr. You just said that the steel companies esti- 
mated your demands in November and December of this last year at 
56 cents an hour. Is that right? 

Mr. Brupaxer. That is right. Which I do not agree with. 

Senator Futprienr. What do you agree with? What is your esti 
mate ¢ 

Mr. Brupaker. I could not answer that to Senator Capehart and 
I cannot really to you. 

Senator Futsricur. I do not understand how you can disagree with- 
out having some basis for disagreement. 

Mr. Brusaxer. Because there are certain of these items which are 
not only subject to disagreement as to what the cost would have been 
if you had such a provision in, for this reason—— 

Senator Futsricur. I understand. 

Mr. Brupaker. Such a thing as Saturday and Sunday overtime. 
Let me give you one example. Here is a major item of cost. Twenty- 
one cents out of that 56 they give you is Saturday and Sunday over- 
time. Actually, they could have, if they were faced with having to 
pay Saturday and Sunday overtime, there is no doubt in my mind at 
all that on many of these noncontinuous operations they would simply 
schedule larger crews in the first 5 days of the workweek to escape 
paying Saturday and Sunday overtime. 

T hey do it in the plants where we have Saturday and Sund: ay over- 
time. As a result this 21 cents, simply by rescheduling of their own 
operations, which they could do and still turn out the product they 
are turning out, they could have escaped a major portion of that 21 
cents. So I cannot say to you it should be 5 cents or T cents. I did 
say to the Board that I thought they could get down to a minimum 
of a nickel on this without too much rescheduling of their operations. 

Senator Futpricutr. Let’s say it was only a nickel. That would 
make it 41 cents. I just wonder what is the justification in your opinion 
to bring you up to catch up to the automobile industry when you need 
15 cents, what would be your justification for asking for 41 cents? 

Mr. Brusaker. Remember that we are asking to catch up on wages 
and we are asking to catch up on these so-called fringe benefits which 
include things like holidays, and overtime and shift differential. 

Senator Fursricnr. What is the 31 cents that you said the auto- 
mobile industry got ? 

Mr. Brupaker. That is general wage increase. 

Senator Futsricutr. No fringes? 

Mr. Brunaker. No fringes. 

Senator Fviarieur. There has been no calculation as to the value 
of the fringes or other benefits the automobile people received in this 
same period ? 
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Mr. Brunaker. They did not receive any substantial amount of 
fringes during that period, except for improved vacations and pensions 
and insurance. 

Senator Futsricur. Then their total was 31 cents. 

Mr. Brupaker. What we are trying to argue here and what we 
tried to argue with these companies: We have, ever since 1947, left 
our contract closed on the question of change in the fringe practices 
that exist. For some very obvious reasons we did not want in part 
of that period to get into the question of revising our entire contract. 

The companies did not want to, and twice in exchange for wage 
increases—— 

Senator Futsricur. You are challenging now the basis on which 
these stabilization programs started. 

Mr. Brusaker. No, sir. 

Senator Futsrieutr. Yes: you are going beyond it. T assume when 
this started everybody had a certain relationship. I thought the 
theory was that in these raises you are supposed to keep that relation- 
ship. 

Mr. Brusaker. That is with reference to wages only. 

Senator Fursrienr. You are going back and challenging the whole 
basic start from which these formulas and increases are made. 

Mr. Brusaker. I am not trying to disagree with you, Senator, but 
I believe that there is one thing wrong with your statement which 
makes a great difference. We did say before the Board, and I think 
this is fundamentally sound, we were asking for the increases we asked 
for. all within existing regulations of the Board. The Board does 
provide this base of January 1950, and pressure increases since then, 
which is just for basic wages. 

It does not apply to fringes. On fringes the Board has another 
policy regulation which says that you are entitled to secure approval 
of fringe benefits which are in accord with industry or area practice, 
and they have defined what those terms mean. We have lagged be- 
hind for a number of years on these fringe practices. We happened 
to get caught at the time when our contract is finally opened on this 
question, in a period of stabilization. 

So instead of being able to go out and get all we would like on these 
fringes, we were held by the Board to what they considered to be 
generally prevailing practices on these fringes in American industry. 

Senator Funsrigur. What I mean is in effect you are challenging 
the basis from which you started. You would have to take that 
position. 

Mr. Brunaxer. No; the Board has two bases. It has one basis 
for wages. 

Senator Futprieur. Consider this: In the case of the automobile 
people, the total increase has been 31 cents in this whole period since 
this control started. Yours has been 15. It would take 16 cents to 
bring you equal with them. If you get 41 cents, including the value 
of that, would not the automobile people necessarily come in and 
sav. “We have to catch up with them.” 

Mr. Brunaxer. They would not have any right under the Board’s 
regulations to do more than the regulations provide. 

Senator Futsricutr. Why / 

Mr. Brusaxer. General regulation 13 on fringes—remember these 
fringes are not a part of wage increases as they are considered by the 
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Board. They are something wholly separate and apart, and they are 
covered by separate regulation. 

Under the regulation on fringes, general regulation 13, the only 
thing that you can get approved is something which is in line with 
generally prev: ailing practices in the industry or the area. The items 
on fringes which we were asking for, the Board decided in certain 
respects were above the general prevailing practices in industry and 
area, and they scaled them down. 

They se aled them down to what they considered to be as much as or 
less than the generally prevailing practices. The automobile work- 
ers could not come in and ask for a single improvement on the basis 
of any one of these fringes we got because their fringe practices al- 
ready exceed ours, even. W vith this approval. 

Senator Futsrieur. There again I do not see how you can escape 
the conclusion that you question the basis from which we started. 
The automobile industry said we had this when we started this period. 
Here is the situation, these were the fringes, the wages and all. You 
are upsetting the basis from which you started, because the automobile 
industry will have to come in again, to bring them back in the same 
relationship that you started with. 

The automobile industry will have to have an additional 26 cents 
to catch up with you, assuming your 5 cents instead of the 21 cents 
in the formula. 

Mr. Brusaker. In the first place T think I ought to say frankly 
that any cost calculation that you would make on the tot: al demand 
which we made on these companies originally does get to be a little 
bit absurd because we were, as is always true in collective bargaining, 
making outside bargaining demands to start with, which we expected, 
fully expected to scale down sharply, and which we were more than 
willing to scale down sharply. 

Senator Futsricur. That is what I wanted to know. Then you 
think you have made demands far beyond what you expected. Is 
that it? 

Mr. Brusaxer. Of course, what we expected to get. I would be 
less than frank with vou if I did not say that. But I do not think 
that gets to your question as to whether or not other unions could 
come in—— 

Senator Carprnarr. Iam glad to know that. 

Mr. Brupaker. Senator, we found that out in bargaining with you 
that we had to scale down our demands. And we do. 

Senator Futnrient. I think that has some bearing on this attitude, 
upon the attitude of the companies in these initial stages if they 
realized, which I assume they did, that these demands were far out of 
reason, and far beyond what you would expect. They would be relue- 
tant to getting down to concrete proposals. I assume from what you 
said that that is the normal bargaining process. 

Mr. Brunaxer. We make demands like this which we think are 
reasonable, but which are more than we expect to be able to get. They 
start from where we stand at the moment and make a soup r-proposal 
to us, which is a little more than the present conditions, but less than 
they know we will take. We come back, make another counteroffer, 


bringing ourselves down. We try finally and do eventually get to a 
middle ground. 
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Senator Fursrient. Is it not your belief that the Wage Stabiliza 
tion Board gave you more than you expected to get? 

Mr. Brunaxer. No. 

Senator Fursrieutr. Did they give you what you expected to get’ 

Mr. Brusaker. For a year- -and-a-half contract this is substantial) 
less than we felt we were entitled to, even under the Board’s regula 
tions. Particularly so on a number of the fringe benefits. On wages, 
I think we got fairly close to what we might expect to get under ‘the 
regulations. But I think there the problem i is simply that most other 
workers have already gotten those wage increases and did not eve! 
have to come to the Board for : approval on them. 

Senator Futsrientr, Some of om were approved ? 

Mr. Brunaxer. They did not have to be approved because they 
were incorporated in a contract negotiated prior to the freeze. Under 
the Board’s regulations those contracts were permitted to continue 
without requiring specific Board approval. 

Senator Futpricutr. Would it be fair to say—— 

Mr. Brusaxer. The 4 cents. That is not true of the productivity 
increase. That was approved by the Board. 

Senator Futsrienr. Would it be fair to say that under that for- 
mula you would be entitled to 15 cents total benefits to bring you 
even with the automobile industry ? 

Mr. Bruspaker. No; because you are assuming, of course, that we 
start from a basis even with the auto workers on fringes, as of the 
stabilization period, or that the Board’s policies require that we so 
start. Neither assumption is true. In the first place the auto workers 
have these fringes which we have not, and they got them in addition 
to the same general wage increases in the war and postwar period 
which we got. So that they got ahead of us on these fringes. 

We are asking now to go back and catch up. It is permitted under 
the Board’s rulings. 

Senator Futsricut. Is it not true that you got increases in wages, 
that is money, as opposed to fringes, during this period—and I assume 
it was voluntary—and you are willing to accept higher wages without 
the fringes whereas the others preferred the fringes? That is the way 
you would naturally approach it. 

Mr. Brunaxer. That is the commonly accepted fallacy, Senator. 

Senator Futsricur. It would be difficult to believe that you and 
your union would not insist upon some equality there, otherwise you 
ure accusing yourself of negligence in looking after the interests of 
your people. 

Mr. Brupaker. You are accusing us of that, Senator, not I. 

Senator Futsrieur. You would have to accuse yourself if you 
said that you did not get these benefits, these fringe benefits, and also 
got no better wage. You must have gotten better wage benefits in 
order to compensate. 

Mr. Brusaker. It happens we did not get better wage benefits to 
compensate. 

Senator Futsrigur. Then you just laid down on the job. You are 
not as efficient as Mr. Reuther’s union. 

Mr. Brusaker. I object to that particular comparison for man) 
reasons. 

Senator Fursricur. I am not accusing you. But something look 
wrong on that. It seems to me that what you are doing here is chal 
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lenging the basis from which this whole program started. You are 
going back and saying “We were clear out of line when we started.” 

Mr. Brupaxer. I would say to you simply this: We are faced with, 
frankly in my opinion, a much tougher industry to bargain with than 
is Mr. Reuther in the auto industry, if you want to talk on that com- 
parison. We have been faced every year in the postwar period with 
one exception, when we had bargained away our right to strike, 
we have been faced as we came r ight down to the end of our bargaining 
with a choice: Are we going to insist on what we think we are en- 
titled to on these fringe benefits? And are we going to strike for 
them ¢ 

We have foregone twice the right to strike which we have under 
our contract, simply because we did not feel that we could ask our 
people or should ask our people to strike, or we felt that we were in 
enough of an emergency that we should not go ahead with the strike. 
That is one of the reasons we have not insisted. We could have and 
perhaps we should have. 

We find it coming back to haunt us constantly in the benefits which 
we got. 

Senator CApEHART. You say this: The steel industry is so entirely 
different from the automobile industry, the furnaces must be kept hot 
and they have to work on Saturdays and Sundays, they cannot close 
them down, so the problem is harder with the steel companies and 
with you people in so-called fringe benefits, such as time-and-a-half 
or double time and Sunday work, because the problem is entirely 
different. 

Mr. Brunaxer. And the problem of striking is much more difficult. 

Senator Caprnart. You do not have to work an automobile factory 
on Sunday or Saturday, but you must work steel mills on those days. 
You cannot close them down. 

Mr. Brusaker. Certain of them you have to work. 

Senator Futsricur. Part of them. 

Mr. Brusaker. Part of them. 

Senator Futsricnr. You said before it was not the whole operation. 

Mr. Brosaxer. That is right. 

Senator Futsricur. I think the question of the value of the de- 
mands, the cost to the steel company, ought to be calculated. During 
negotiations didn’t you ever challenge their statements of 56 cents ? 

Mr. Brunaxer. Oh, yes, very bluntly. We asked the steel panel to 
insist that the companies present to the panel and to us for our exam- 
ination the basic figures on which these cost estimates were based. 

Senator Futsricur. You did do that? 

Mr. Brusaker. The companies refused to do that. 

Senator Futsricut. To you? 

Mr. Brusaker. They have refused to this date to do so. 

Senator Futsricnt. To anybody? To you or the panel? 

Mr. Brunaxer. That is right. 

Senator Benron. Will the Senator vield? 

Mr. Brunaxer. The Board felt, I think in all honesty, that they 
did not have to check, for instance, the basic correctness of something 
uae this cost estimate on Saturday and Sunday overtime, because they 
had decided they were not going to recommend what we wanted on it. 
They were going to recommend such a tiny part of it that whether 


the cost was 21 cents or 5 cents did not matter too much, because they 
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were going to recommend such a tiny amount of it that it would not 
cost much anyway. 

Senator Futsricutr. How did we get to this commonly accepted 
figure of 26 cents? Who arrived at that? That is what Imean. Yes- 
terday Mr. Wilson said it was 26 cents and that with the cost of 
social security and otherwise it was an actual cost of 30 cents to the 
steel company, that labor got 26 cents but the actual cost 

Mr. Brusaxer. Those are not our figures. Mr. Feinsinger labeled 
them as company figures at the time they were promulgated by the 
Board. Those are figures based on these cost estimates presented by 
the companies. The Board said “We have no choice in talking about 
the cost here as to figures because we do not have them in the Tecord. 
the cost on most of these items. For that reason we have nothing to 
rely on except the figures the company gave.” 

So we are going to use them with the explanation that the union 
challenges the accuracy of those figures, but they are the best we have, 
so we will use them. 

Senator Futsricur. You still challenge the 26-cent figure ? 

Mr. Brupaxer. Yes; because it does include in one of its major 
items a 314-cent figure on the Sunday overtime, for instance, which 
I think is grossly excessive. I think it is less than a fourth of that 
figure if they were to be really honest. 

Senator Futsricut. Have you tried to estimate that figure since it 
has been reduced? What would you say the cost, that is the increase 
to labor, would be under the Board’s recommendations ? 

Mr. Brusaker. Most of the items that are recommended by the 
Board on the basis of the information I have I would not quarrel too 
much about the basic cost. The cost on paid holidays looks pretty 
close to average from the figures we have. 

The cost on the shift differential appears to be close to the average. 
The one that is most out of line is this one on Sunday overtime so 
far as we are concerned, 

Senator Futsricut. Sunday overtime? 

Mr. Brupaker. Yes, sir; a 314 or 3.6 figure which is used alter- 
nately. After all, remember 1714 cents of this 26.1 figure, is wages. 

Senator Futprient. Yes. 

Mr. Brusaxer. 3.3 is the holiday item. So you have 20 cents 
of it right there without too much argument. 

Senator Carrnart. Sunday time varies in different companies, too. 

Mr. Brournaxer. It will vary sharply in different companies. 

Senator Carenart. It might be twice as much in one company as 
it is in another. 

Mr. Brusaxer. They did not give us 26 cents outright. You must 
remember that. We got 121% cents, presumably—we have not got 
it, but we have it recommended to us—effectively immediately. In 
fact, retroactive to January 1 in most cases. But the full amount 
of this 26 cents even if we accept the companies’ figures as the Board 
has to do here, does not become effective until January, a year from 
now. January 1953. 

The Cuatrman. Senator Frear. 

Senator Frrar. Did I understand you to say that you are an econ- 
omist ? 

Mr. Brunaxer. I pass as an economist. 
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Senator Frear. I do not want to hold you to that. 

Senator Carenartr. What is the question ¢ 

Senator Frear. I asked the witness if he is an economist. I do 
not want to give him the definition of economist. 

Mr. Brupsaker. I do not know which one you are using. That is 
why I hesitated on that question. 

Senator Benton. He is referring to a dismal science. 

Mr. Harris. Mr. Brubaker has his Ph. D., but he always conceals 
the fact. 

Senator Frear. Mr. Brubaker, does the CIO approve the recom- 
mendations of the Wage Board in the steel dispute ? 

Mr. Brupaxer. I would say “Yes” to the question. .To be more 
precise, the approval here would have to come from the wage policy 
committee of the United Steel Workers which did hold a special meet- 
ing to consider whether or not we would accept the recommendations 
of the Board. We did hold such a meeting and we did agree to ac- 
cept it. 

Senator Frear. You did? 

Mr. Brupaker. We did agree to accept them as a basis for negotia- 
tion. To say that we approved them is a kind of a different question. 
As I told you there are many things in those recommendations which 
we did not like. So I could not really say honestly that we approved 
them in that sense. We did agree to accept them, however, in the 
interests of trying to settle our disputes with the industry. 

Mr. Harris. Senator, if I might say a word on that. You asked if 
the CIO did. 

Senator Frear. That is right. 

Mr. Harris. The CIO, as a federation, does not approve—does not 
have anything to do with the negotiations of its affiliated unions. 

Senator Frear. They have no over-all approval of any of that? 
The steelworkers union can go ahead without the over-all approval 
of the CIO? 

Mr. Harris. Yes, sir, that is correct. 

Senator Frear. Then it is an independent part of CIO, your union. 
You can accept or reject without any 

Mr. Brusaker. That is right. Without any consultation with the 
CIO. 

Senator Frear. I thought that you were about on the verge of say- 
ing that in this dispute there were two distinct parts, one being eco- 
nomic and the other fringe benefits. 

Mr. Brupaker. I would not draw the distinction there because the 
fringe benefits as we define them here are decidedly economic. There, 
however, were a great number of purely noneconomic issues which 
were in dispute. That is true. 

Senator Futsrient. Will the Senator yield there? 

Senator Frear. Yes, I will yield. 

Senator Futsrignt. The other day Mr. Feinsinger in discussing 
that same question said this whole thing is one ball of wax, that is, 
it is all considered as one when you have a wage dispute. 

Mr. Brupaxker. That incidentally is a term that I believe ‘was ap- 
plied in this dispute by Bethlehem Steel. 

Senator Futsrieut. Mr. Feinsinger used that expression. 

Senator Frear. Yes, and he does in his statement, too. 
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Mr. Brusaxker. Senator Fulbright, before we get too far away from 
the question you asked awhile ago, which I may not have made quite 
explicit, when we were talking about what we might reasonably ex- 
pect to get from the companies in relation to the original demands we 

served on them, I did say that in the fringe area we asked for things 
which we could not reasonably expect to get, and expected to bargain 
down from there. 

On the wage demand, however, I want to make very clear we did 
feel that the wage demand as such was approvable in its entirety and 
was a fair wage demand and we expected to get all of that and we 
fought hard to get all of it. 

We agreed finally at the recommendation of the Board to take very 
substantially less. 

Senator Futsricntr. But your wage demands were at least approxi- 
mately in line with what the atitomobile industry got. 

Mr. Brunaxer. That is right. 

Senator FurericHr. So if you had gotten that you would have 

caught up, so to speak, using that old “phrase, with the automobile 
indicate’: It would appear from what the Board did that they gave 
you 10 cents an hour more than the automobile industry. So now the 
automobile industry has to catch up with you. 

Mr. Broraxer. No; the only way that the automobile industry 

can catch up with us is to get approval of the fringe benefits, which is 
the extra 10 cents that you are talking about. They could not do it 
because under the Board’s regulations they could not use the Board’s 
recommendations in the steel case as a basis for improvement of fringe 
benefits in autos. 

Senator Futericur. You do not expect the automobile people to 
agree with that. 

Mr. Brupaker. They have offered to come down and testify on 
that score to you if you want. They would be happy to. They would 
be glad to boast about that. 

Senator Frear. Senator Moody asked for one question. 

Senator Mcopy. Mr. Brubaker, Senator Fulbright has made the point 
that even if this is regarded as a catch-up, it might be contended later 
by some other union that it in turn had grounds for a catch-up and 
that this would become an escalator jump to inflation. I am wonder- 
ing what the effect would be and whether you would be willing to 
consider or accept the general provisions of the agreement between 
the automobile workers and the automobile industry as a grounds 
for settling this dispute. 

If that were done, it seems to me that the point could be established 
that this would quite clearly be a catch-up. I think you could answer 
the “break-through” objection in that way. I am wondering what 
~ age ion of the steel meunene would be on the point. 

. Brupaxer. Senator, ' do not think for obviously professional] 
reasons one union could say it would be happy to accept the agreement 
of another union. This is one of those areas in which there is a great 
deal of professional jealousy between unions. 

Senator Moopy. I understand that. 

Senator rear. Not within the CIO. 

Mr. Brupaxer. Even within the CIO I think that is true. You 
know, of course, that there is a basic difference between the bargaining 
approach which has been used in the steel industry and that which is a 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 2123 


part of the auto-workers agreement. The auto- workers agreement 
is a long-term agreement w ith a cost-of-living factor and an improve- 
ment factor each year. 

Our union has preferred to have a 1-year contract or a 2-year con- 
tract with an annual reopener on wages, rather than a strict cost-of- 
living approach. 

Senator Moopy. Plus productivity ? 

Mr. Brupaxer. Plus productivity. Obviously we could if we 
wanted to, I assume, accept the kind of an approach the auto workers 
used and could probably get such approved by the Board. They will 
approve at least cost-of- livi ing clauses at the moment. They have not 
yet decided whether they will approve improvement factor items in 
new contracts. 

However, it is in a sense a kind of an academic question. The indus- 
try is quite unwilling to bargain on a cost-of-living and improvement 
factor Satie with us. They have expressed no interest in it at all, and 
so we have a situation in which neither party is particularly interested 
in adopting the approach they have in autos. The fact that we are 

catching up with them is kind of irrelevant, of course, to the question 
as to whether or not that entitles them to go on ahead. 

They know as well as we know that they are going to be bound by the 
Board’s rules as to whether they can go on ahead. Actually, they will 
vo ahead. I have no question that in the term of the contract which 
has been proposed to us by the Wage Stabilization Board that autos 
will actually go on ahead of us for two reasons: They will be entitled 
to this productivity increase in May of this year, and they will be 
entitled to a second in May of next year, bringing their total wage 
rate increase since January 1950 to 35 eae per hour. 

Senator Moopy. During the term of this contract ¢ 

Mr. Brupaker. That is right. They will be entitled also to any 
increases during our whole 18-month period which may arise because 
of increases in the cost of living whereas we will be frozen. 

We are taking—I think this is ; something which the members of the 
committee ought to realize—the leaders of the steel workers union 
are taking a very great risk with the wage conditions of its own 
members when it agrees to take the recommendations of the Stabiliza- 
tion Board. Because if there is any sharp increase at all in the cost 
of living during the 18-month period of this contract, we would be 
frozen and we would lag far behind auto workers and all of the other 
major groups of people who have escalator clauses in their contracts, 
and we would also lag behind all of these other groups who are 
entitled under the Board’s regulation 8 to come in and get cost-of- 
living increases every 6 months even if the »y do not have an escalator 
clause. 

Senator Moopy. Might you not be better off then and at the same 
time be answering the contention that this is not a catch-up by taking 
action of that sort ? 

The Cuarrman. Not a what? 

Senator Moopy. A catch-up. 

Mr. Brupaxer. We might be. I do not know. It is one of those 
choices that we have to make. We have decided we would rather take 
what is likely to be a lesser increase and have it, than to take our 
chances with a cost of living escalator. 

Senator Frear. Senator Bricker had a question. 
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Senator Moopy. Thank you, Senator. 

Senator Bricker. You mentioned a moment ago that there are eco- 
nomic benefits which we have delineated in the record, and noneco- 
nomic benefits, including the union shop. What are the others in ad- 
dition to the union shop « classified as noneconomic benefits ? 

Mr. Brupaxer. We asked for a great number of revisions in the 
contract. We asked for certain improvements in the local working 
conditions provisions of our contract. 

Senator Bricker. What were those particularly ? 

Mr. Brupaker. We have a number of things specified in our con- 
tracts, and in most of them we have a clause which says, in addition, 
that any local conditions which presently exist in any of the plants, 
shall be continued as long as they are not in direct conflict with this 
agreement. In some of them the clause is not that strong. We have 
asked to have it improved in that sense. 

Senator Bricker. What are those? 

Mr, Brusaker. Agreements on scheduling of operations, for in- 
stance, which we may have. Local agreements covering seniority wnits 
and so on. None of those things do we actually put in our basic con- 
tract. Many of those are the subject of precise agreements at the local 
level. Many of them are simply customs that have grown up over 
many, many years. 

For instance, the use of spell periods. 

Senator Bricker. What are the changes that you asked for? 

Mr. Brupaker. I have not those directly in front of me. Those 
are in one of the exhibits that we submitted to the committee. 

Senator Bricker. Which one, so the record might show ? 

Mr. Bruraxer. Exhibit No. 7. It was simply a tightening up of 
that provision, Senator. However, without getting into details about 
it, it was a tightening up of the provision in certain of the companies 
where the provision was less favorable than it is in our United States 
Steel and certain other major contracts. We negotiated them sepa- 
rately and in certain of the contracts we did not do as good a job of 
negotiating as in others. Problems have arisen under it since the last 
negotiation in 1947 and we wanted to tighten the clause up. We asked 
for changes in the seniority provision of the contract, for instance. 
We have a clause that gives us seniority rights and then in the next 
breath sort of halfway takes them away. 

We find ourselves constantly before arbitrators trying to find out 
what the clause means. We proposed a much more straightforward 
system of seniority as long as people had the ability to do the work 
involved and could prove that they had it by trial on the job. 

Senator Bricker. You consider that those have no economic 
impact ¢ 

Mr. Brupnaxer. It is relatively small, and I would say thoroughly 
incalculable. 

The Cuatrman. Any further questions? 

Senator Frear. Yes, I have just started. I have been yielding, Mr. 
Chairman. 

Senator Bricker. Thank you very much. I wanted to get the record 
clear. 

Senator Frear. If 1] may, Mr. Chairman. 

The Cuatrman. Certainly. 
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Senator Frear. We were just about to start on these differences be- 
tween the economic and money issues and other fringe benefits. I 
think we recognize the fact that the money issue is one : of economics. 
In your position as an economist, would you say so# Would you say 
that is true? 

Mr. Brunaxer. Money matters is a matter of economics / 

Senator Frear. Yes. 

Mr. Brupaxer. I think I can agree with that. 

Senator Frear. That is a basis of your formula. 

Senator Benron. Even the union shop comes down to money 
matters, 

Senator Bricker. Not so much really. 

Senator Benton. No? Then it is involved. 

Senator Frear. You also, of course, said sometime back that in your 
original request or demand, I do not know which you said—— 

Mr. Brusaxer. We call them both, altern: tively. 

Senator Frear. I do not want to make it out of line. We will say 
requests of the steel companies—you did obviously ask for more than 
you expected to settle for eventually. Is that any different from a 
man selling a house or a horse or a ‘hen, that he probably asks more 
than he expects to get and he will bargain for the real purchase price 
at the end ¢ 

Mr. Brunaxer. Of course. That is what bargaining is. 

Senator Frear. That is what Iam leading up to. ‘That is collective 
bargaining, is it not? 

Mr. Brusaxer. Of course. 

Senator Frear. That is the vital question that I want to bring up 
now regarding the recommendations of the Wage Stabilization 
Board. We are getting back now to a difference between our money 
issues and the other issues involved in this dispute. Do you think that 
it was applicable for the Wage Stabilization Board to make recom- 
mendations for the union shop? 

Mr. Brusaxer. Do I think it was applicable ? 

Senator Frear. Yes; did they have the authority to do it? 

Mr. Brupaxer. There is no question as to their authority. None 
at all. 

Senator Frear. Then you think that they should have, if they had 
the authority ? 

Mr. Brusaxer. We asked them to, which I think is a fairly good 
measure of whether we thought they should or not. Yes, we thought 
they should. 

Senator Frear. You thought it was their prerogative to include 
the union shop, and you thought they should have. 

Mr. Brusaker. We thought it was long overdue in this indus try. 
We have wanted it for a long time. We have foregone insisting on it 
for many reasons. We thought the time had finally come when we 
should insist on it. 

Senator Benton. Was it not the 80 percent of the men who voted 
for it? 

Mr. Brunaxer. Yes, sir. The people voting in the industry. We 
did have union shop elections in the industry under the Taft-FHartle »V 
Act under that provision which has since been repealed, I underst: and. 

Senator Frear. Which brings me to another question. 
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Mr. Brusaxer. We did hold elections in nearly every one of the 
basic steel companies on whether or not the men wanted the union 
shop. Of the people voting in the elections, better than 83 percent 
voted for a union shop. 

Senator Frear. Mr. Brubaker, you have stated before that in many 
of your contracts with subsidiaries of the steel unions they have 
included in collective bargaining between you and the unions a union 
shop provision. 

Mr. Brusaxer. Yes, sir. 

Senator Frear. Now you come and secure a union shop provision 
in the steel industry in principle through the Wage Stabilization 
Board. Why did you not think it was more adv isable to do it through 
collective bargaining ? 

Mr. Brusaxer. We would have much preferred to do so, Senator. 
We happened to be up against a kind of a stone wall with the industry 
partly because of the Defense Production Act which does not permit us 
to do all we would like to do through free collective bargaining. We 
come down with this industry on an issue like the union shop ‘if it is 
as important an issue to them as they now claim it is, and I frankly do 
not think it is, we come down to the place where we have to strike or 
not strike in order to get it. The President did not feel it was appro- 
priate for us to strike. 

Senator Frear. You think it was best to seize this opportunity to 
ask for it through the Wage Stabilization Board ? 

Mr. Brusaxer. It is not something that we suddenly seized upon. I 
must say that in all honesty. Our basic contracts in this industry run 
back to 1947, and at the insistence of the company, repeatedly, we have 
agreed to extensions of those contracts without the right to bargain on 
any of the so-called noneconomic matters in the contract, and without 
the right to bargain on most even of the fringe economic matters. 

Senator Frear. Did you choose higher wages—— 

The Cuarrman. Would you yield ? 

Mr. Brusaker. We were under strong pressure from our people. 

The Cuairman. Did the Defense Production Act prohibit you from 
asking for it ¢ 

Mr. Brusaxer. No, sir. It places restrictions on our free right—— 

The CHatrrm in. Did you not say that at the beginning of your testi- 
mony ¢ 

Mr. Brupnaxer. That is right. 

Mr. Harris. I think that comes about this way, Senator: The De- 
fense Production Act places restrictions on the steel industry in raising 
prices, on us in getting wage increases. The steel industry felt that the 
union shop, if they granted it, it was worth something moneywise to 
the union, and they took the position that they could not negotiate on 
the economic issues because they did not know where they stood price 
wise, that they could not negotiate on those until they knew where 
they stood pricewise. 

On the noneconomic issues, including the union shop, they said they 
would not negotiate because those, and the economic issues, were all one 
ball of wax, or all a part of one package in the sense that a nonecon 
omic thing can be traded off against an economic one. 

So that the companies would not negotiate on any of them. When 
in consequence of their refusal to negotiate, we got thrown before the 
Wage Stabilization Board, all of the issues were there. We would have 
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negotiated separately on noneconomic issues—on any of them, but 
the companies would not do it. 

Senator Frear. Do you say then that the Defense Production Act 
does penalize you in some manner in not getting true collective bar- 
gaining with the steel companies in this particular dispute / 

Mr. Harets. I think the Defense Production Act was responsible 
for the steel companies’ decision not to bargain. They pretty well said 
or made it pretty plain that they thought they would be in a better 
position to get a price increase if any increased labor cost came as a 

result of the recommendation of the Government Board, than if they 
semana it out themselves. 

Senator Frear. I do not want to get too far afield from the ques- 
tion. That does bring up something, if I may, right at the moment: 
Is it your opinion, or do you care to express an opinion on it: Sup- 
pose back in November or December that you and the industry had 
gotten together through colishire bargaining and said that you de- 
cided to take 10 cents an hour or 12 cents an hour or some figure in 
there, and not then call up the union shop, do you think your union 
would have accepted it? 

Mr. Harais. I think that that probably puts the issue in the context 
in which it would not have arisen. I think that if the agreement had 
been reached on other issues the companies would have given us the 
union shop. I think they would never have failed to reach an agree- 
ment. 

Senator Frear. I am not trying to pull this out of you, if you do not 
want to give it. It is obvious that you can answer it if you want to. 
You are going back to the companies, that the company would have 
given youa union shop. What would have been the union’s position ? 
I do not want you to tell me what the steel companies’ position would be. 
In other words, I would rather have my answer ina positive form from 
you than in a negative form. 

Mr. Harris. I think we would have pressed very hard for the union 
shop. Whether an agreement could have been so attractive to us in 
other respects that we would have taken it without that, I do not know. 
It was worth a good deal to us. 

Senator Frear. I can understand that that question had many 
facets. 

Mr. Harris. I think the steel companies were correct that we put 
a value on it. If we had not gotten that I do not know whether they 
could have made it otherwise so attractive that we would have settled 
or not. I say they would not have been interested in doing so. 

Just to take a hypothetical question, suppose the question was of giv- 
ing us 10 cents an hour more instead of giving us the union shop. The 
companies wouldn’t have done it. They would have had no interest in 
doing that. 

Senator Frear. You then place the value, the dollar-and-cent value 
on the union shop and not the steel companies? 

Mr. Harris. I think we probably would attach a higher value to 
it than they would have, to tell you the truth, but not necessarily a 
dollar-and-cent value. 

Senator Frear. I think it is only logical that you would. 

Mr. Harris. That is why I think it would never have been the 
sticking point. 

The CuHarrman. Any more questions / 
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Senator Frear. Yes, sir. I do not want to hold this up. 

The Cuarrman. I will tell you what I am going to do if you do not 
mind: I have some people that I have to see this morning. So if you 
do not mind presiding and these gentlemen will excuse me, I will leave 
shortly. 

Senator Frear. I will rush through. 

The CuatrmMan. No, no. Go ahead. 

Senator Frear. I am only trying to get something with which to 
satisfy my own personal mind. I do not want to appear to be asking 
these questions either in favor of the union or opposed to the union, 
or in favor of the steel companies or opposed to the steel companies. 
I might add, however, that Iam very much interested in all the people. 

Mr. Brusaxer. So are we. 

Senator Frear. If the Wage Stabilization Board recommendations 
are placed into effect, do you think and does your union think that it 
would be inflationary ¢ 

Mr. Brusaker. No. I can answer that categorically. 

Senator Frear. How do you think that the steel companies could 
pay you 26 cents, or whatever you decided upon, per hour, without it 
being inflationary ? 

Mr. Brupnaxer. First, for two different reasons: In the first place it 
would not be inflationary in the sense that it would not set off a round 
of wage increases. There will be other wage increases given, I think 
without question, in other industries, in other companies. But they 
will have no direct relationship to what we get. They will be permis- 
sible because regulation 8, for instance, permits the unions and com- 
panies involved to get cost of living increases, just as it permits us to 
get one which the companies do not want to give. 

Senator Frear. You think not only the steel companies but any 
other companies that you are referring to can give a wage increase of 
any significance without it being inflationary ? 

Mr. Brusaker. I should think most of them could without it being 
inflationary. 

Senator Benton. You want to clarify that it isthe rising of the price 
of steel that is inflationary. 

Mr. Brusaxer. That is the other side of the picture. 

Senator Frear. We will build up to that. 

Mr. Brusaxker. There are two ways that putting in the Board’s 
recommendations, I suppose, could be inflationary. One, if it were 
followed and were going to be the cause of wage increases running 
throughout all the rest of the industry. I do not think that would 
follow for the very obvious reasons that most of the other industries— 
I have never gotten through the long list of industries that I have 
here—most of the other industries have already gotten what the Board 
recommended for us, and therefore are not entitled to anything more 
on the basis of the steel recommendations. Or if they have not gotten 
what the Board recommended for us, it is simply because of this 6 
month ee on regulation 8 which means they have not been 
able to get in for the latest increase in the cost of living. 

sut the other way in which the Board’s recommendations could 
be inflationary would be if the companies were able to get what the) 
say they want, a substantial price increase, and were able to use our 
wage increase as the excuse for such, or if they were unable to absorb 
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the cost of the wage increase which has been recommended. Mr. 
Arnall has said that under the rules of the OPS they are not entitled 
to any wage increase over and above Capehart—— 

Senator FREaR. Any price increase. 

Mr. Bruraker. Any price increase, I am sorry. 

Senator Frear. We do not want the Capehart amendment confused 
with wages. 

Mr. Brvusaxer. They have gotten some pretty good wage increases 
for some of the executives, too. Maybe they get wage increases in 
a different sense. We presented a great deal of evidence to the 
Stabilization Board to the effect that we thought this industry could 
absorb a reasonable wage in fringe package without raising prices. I 
think Mr. Arnall’s testimony buttresses the conclusion we had reached, 
namely, that this industry’s excess-profits taxes are—its excess 
profits—are high enough over and above the basis which is used by 
OPS that, as Arnall said I think before the Senate Labor Committee, 
this industry could absorb twice as much of an increase as was recom- 
mended by the Wage Stabilization Board and still not be entitled to a 
price increase. 

The CuarrMan. Of course the Government is going to absorb some 
of it through loss of taxes. 

Senator Frear, I think we are trying to build up to that, Mr. Chair- 
man, at least I want to get an opinion out of them as to what that 
is. I do not want to interfere with your questioning. 

The CHarrRMAN,. No, sir. 

Mr. Brusaker. The real inflationary impact, I think, would be the 
one which would come in if you break your stabilization rules. I 
think it should be important to remember. We went before the Wage 
Stabilization Board under a set of rules which the Board has for wage 
stabilization. We made our entire case in terms of living within the 
stabilization rules on wages. We think we have done that. Mr. Fein- 
singer, I think, has told you that he feels the Board’s recommenda- 
tions do not exceed the Wage Stabilization Board’s own rules and 
own policies. 

Senator Frear. Or authority, he said, too. 

Mr. Brusaxer. Authority, I think, really in the realm primarily 
of the union shop. I think that is the only place where anybody has 
talked of the authority of the Wage Stabilization Board to make the 
recommendations which they did. In the price field, which is closely 
allied and has really become a part of this dispute, there are also 
stabilization rules. Those the companies have been unwilling to live 
within. They have gone to OPS, they have asked, and they have been 
turned down. If you were to break the price stabilization policy, 
I think you would ‘have to break it for all industries, just as, if you 
were going to break the wage stabilization rules for us, you would 
have to break them for all other working people. 

They did not break the wage stabilization rules for us, and so far 
at least they have refused to break the price stabiliz: _— rules. If 
they did the latter, we would have inflation and a lot of it in a hurry. 

The Cuamman. Senator, would you mind my making one short 
statement, because I am going to leave. 

Senator Frrear. No, sir. 
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The Cuamman. There has been a lot said about the situation. I 
want to read into the record at this point from page 38, with reference 
to section 403, of the report on the Defense Production Act of 1950: 

The committee was fearful that the delegation of Presidential authority to 
various executive agencies might lead to the dispersion of the price authority, 
for example, to two or more agencies with different standards of treatment for 
different classes of producers; or that the authority to control wages might be 
too far removed from the authority to control prices. In such cases the coordina- 
tion by the President could be only nominal because of the great burdens borne 
by the President. The committee therefore provided that a single, new, inde- 
pendent agency should be responsible for the enforcement of all aspects of the 
program, 

I want to put that in because many people made statements—not you 
gentlemen, but others here before—that we had not placed sufficient 
strength in the law so that an unfortunate affair such as this could 
not happen. We tried to put it in the law. We did the best we could. 
We put authority in the law, but they did not use it. 

Mr. Brusaker. Remember, there was not a freeze either on wages 
or on prices under your law. These companies are entitled to price 
relief under certain circumstances. 

The Cratrman. I agree with you. When we wrote the law the 
President himself was not in favor of the price- and wage-control 
part. It was all voluntary that he recommended. I think you gentle- 
men testified for it. 

Mr. Brupaker. Yes, sir; and we are still in favor of it. 

The Cuatrman. You will remember that we started out with the 
first witness, Mr. Baruch, because he was familiar with it from the 
last war. 

Senator Frear. Although you do say that the Defense Production 
Act has in some manner penalized you ? 

Mr. Brusaxer. It inhibits our bargaining to a point because there 
are only certain things which can be approved under the stabiliza- 
tion rules. We cannot break the rules unless the Board decides that 
new rules are appropriate. We did not ask the Board to do so, and 
they did not. 

Senator Frear. When you made your request of the steel com- 
panies last fall, you did include in those requests things which | 
understood you to say now that the Wage Stabilization Board did 
not have authority to act upon? 

Mr. Brupnaker. No, sir; that is not right. We never said that the 
Board has no authority to rule on these. We asked for certain things 
in the fringe area which were possibly more than we expected to get. 
I do want to make clear, however, that the Board’s policy in the area 
of fringe benefits, which is the most misunderstood one of the lot here, 
was not fully formulated at that time. I do not think there was too 
clear an understanding of just exactly what was permitted. 

That was in the process of being marked out, if you will, by deci- 
sions of the Board. There were some general standards set forth. 
We had to decide how far we could go on those. It turns out that we 
asked for more there than the Board felt was a proper application 
of the standards it had set up. 

Senator Frrar. I can understand that if your original request had 
not included all of the things, had forgotten or left out some 
thing, there would have been a mighty poor chance of ever getting 
them in when you got to the bargaining table. 
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Mr. Brupacker. In bargaining we couldn't. 

Senator Frear. Person: lly, I understand why some of those things 
were put in. Perhaps you had no idea in the world of ever having 
them approved or agreed to by the steel companies. I see nothing ab- 
normal about that, especially with the method of collective bargaining 
that we have been using in this country. 

Going back to regulations 6 and 8, I believe that you quoted—I do 
not have them here and I do not know them, as a matter of ict—these 
adjustments that have been made in industries such as meat, textiles, 
automobiles. and so forth, in 1951. Were they made on e ther or both 
of regulations 6 and 8? 

Mr. Brunaxer. The increases of course in 1950 were all made with- 
out respect to any regulations because we did not have the so-called 
wage freeze at that time. 

Senator Frear. That was a blanket increase of 10 percent that they 
threw over in the beginning. 

Mr. Brusaker. Yes. And it was made, if you will, sort of ap- 
plicable back to what had happened since January 1950, though it 
did not actually occur until 1951. Most of the increases that I men- 
tioned for these industries that occurred in 1950, including our own 
increase of 16 cents, came before there was a Stabilization Board, and 
before there was any regulation 6. In a sense they made regulation 
6 sort of retroactive to cover those increases. 

Senator Frear. Is regulation 6 a regulation of the Wage Stabili- 
zation Board or of the OPS or Defense Production— 

Mr. Brusaker. It is a Wage Stabilization Board regulation. 

Senator Freak. Then that applies, those regulations apply to wages 
or fringe benefits only? And not to prices? 

Mr. BrusaKker. Oh, yes, they apply only to wages or fringe benefits. 
It happens that regulations 6 and 8 apply only to wages. There is 
another regulation which covers fringes. But the regulations that 
cover prices come from another part of the economic stabilization 
agency, the OPS. 

Senator Frear. I am getting too many questions here. I would 
like to conclude this. I want to get back to this question that I asked 
you and I think you were in the midst of answering. 

If these recommendations are placed in effect. why would they not 
be inflationary / 

Mr. Brupaker. I gave you the first part of the answer, that I do 
not think the wage “recommendations would be the cause of wage 
increases to other groups of workers. 

Senator Frear. How far can you and your group here guarantee 
that other unions, even sindhiee the CIO are not going to ask for any 
increase In wages 4 

Mr. Brusaxer. I would not say that they will not ask for them. 
I think that would be a really far-fetched one. They will ask for 
them but they will be up against the Board’s rules when it comes to 
try to get approval for anything that they can agree on, or they will 
be up against the Board’s recommendation if “they vo in with a 
dispute. The Board’s steel recommendations will not form the basis 
of approval of increases in other industries. 

Senator Frear. Are you in favor of inflation or not ? 
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Mr. Brusaker. We have strongly opposed inflation, as you know. 

Senator Frear. You are pretty well on the record as opposing in- 
flation ? 

Mr. Brupaker. Yes, sir. 

Senator Frear. If you are going to abide by what you said here, 
that this is not going to be an inflationary spiral, you must have some 
agreement or at least some thought as to any increase in wages that 
may be granted to any other union, especially in your own C 10. 

Mr. BrusnaKer. We would expect that any wage increases granted 
to other groups of workers would have to fall w ithin the W age Stab- 
ilization Board’s policies, just as our own had to fall within it. You 
must remember, Senator, we have favored both wage and price con- 

trols as being a necessary thing at this stage in our economy. 

Senator Frear. Wage stabilization or wage controls? 

Mr. Bronaxer. Wage stabilization controls, if you want to put them 
both in the same terms, because they belong there. 

Senator Frear. I am not trying to be technical on this. I am 
interested. 

Mr. Brusaxer. We said originally in our testimony on this that 
we felt if price controls were put on key commodities—I think this 
was even before Korea—that it would be necessary to go through the 
whole panoply of other kinds of controls, including wage controls. 

We have no basic objection to the Government exercising the nec- 
essary wage and price controls which the Congress feels will help to 
prevent inflation. We are on record on that again and again, and I 
would not equivocate on it at all. 

Senator Frear. I do not think that you have. How closely do you 
tie those together? Just how can you expect wage increases without 
price increases as it pertains to any mild or exaggerated inflation or 
extended inflation ¢ 

Mr. Brunaxer. We could expect wage increases in two senses, | 
suppose, which would not be inflationary. We could expect wage 
increases which would be coordinate with the increases in the cost of 
living. I do not see how that is itself inflationary because we are 
again only attempting to restore the situation which previously 
existed. 

Senator Frear. Pardon me for interrupting you all the time. In 
the steel case now would you say that 9 cents would cover that ? 

Mr. Brupsaker. No, sir. We contended that it was appropriate that 
we should have the full cost of living loss that we had suffered since 
our prior contract, which was 16 cents. Obviously, we should have 
wage increases which were coordinate with productivity growth. 

I do not think anybody could object if they be required to absorb 
the wage increases and other cost increases without increasing prices 
insofar as there is an increase in productivity and efficiency. ‘There 
is no question but what that is occurring in this industry and in the 
economy. Certainly we could have wage increases within the limit 
of the ability of the companies to absorb wage increases out of alre: uly 
existing profits without their having to raise their prices. 

Of course, you are asking me what could we have that would not 
be inflationary. Actually we could not have all of those things, 1 
assume, Within the wage stabilization regulations. They serve as an 
overriding factor which says, “You cannot have something simply 
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because a company can afford it out of its profits,’ but it would not 
be inflationary if we could have it out of their profits. 

Senator Benron. Mr. Chairman, could I read a sentence from 
Mr. Feinsinger’s 

Senator Frear. I do not want Mr. Feinsinger’s answer, but I have 
no objection to you putting it in there. I read his answer. 

Senator Benvron. It is already in the record. It gives the 16 cents, 
1514 cents, and 15 cents, depending on how you figure it. It is in 
contrast to what Mr. Wilson said. 

Senator Frear. I have no objection. 

Mr. Brusaker. There is another factor here which the Defense 
Production Act itself suggests and respects, I think, as something 
which we must consider to be noninflationary. The act as you remem- 
ber permits adjustments which are necessary to correct hardships or 
inequities. There are such obviously in any particular stabilization 
or freeze period, and those can be corrected without any serious infla- 
tionary impact. 

Senator Frear. I can understand this, I think. I am not an 
economist. When a freeze is—— 

Mr. Brusaker. Then you can probably understand it better than 
any of us, Senator. 

Senator Frear. When you attempt to place a freeze on, that is, a 
freeze on inflation, let us say, you must take at least a firm high plane 
in that and bring the others up to it. I doubt if we could take a low 
plane and suppress the top down to it, either in wages or in prices 
of products. 

I think we are going to have to take a medium that is going to be 
near the top rather than near the bottom. So I can understand that 
when we bring these up to this plane it is going to be mildly infla- 
tionary. I think we expected that when we attempted to write this 
act. But not that an excessive inflationary process would take place. 

You say that you think that the steel companies can absorb your 
request for increases, monetary increases / 

Mr. Brusaker. Let’s put it in terms of the Board’s recommenda- 
tions. They pared our requests. We are down to the Board's ree- 
ommendations. 

Senator Frear. Let’s base that on 26 cents an hour. Is that it ? 

Mr. Brousaxer. Twenty-six cents over 18 months. Eighteen cents 
this year. 

Senator Frear. Yes. That is what the record has stated so far. 
The figures are not too important to me at the moment. If they 
take that, if the steel companies absorb that, how much less taxes 
would they pay ? 

Mr. Brusaxer. Of course, as you know, there is a considerable 
part of it which they would not have to absorb in this sense because 
they do have the amendment which the Congress adopted, the Cape- 
hart amendment, which is available to them, and which the ‘y have not 
yet availed themselves of which will permit them an average increase 
under the regulation just issued of 2.6 percent, which is roughly $3 
a ton currently on carbon steel, and which will be very substantially 
more than on the stainless and alloy and higher-priced steels. 

The wage increase which has been recommended here, I think the 
Office of Price Stabilization has testified, will cost immediately slightly 
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less than $3 a ton. So that if the companies want to avail themselves 
of the ¢ Capehart amendment, which they probably will if there is a 
settlement in our wage dispute, there would be no immediate ab- 
sorption, if you will, of cost because it would be completely offset by 
the Capehart price increase. 

Over the full period of the 18 months’ part of the contract, there 
would have to be some absorption because the increase does go up in 
July and again in January of next year. To that extent there would 
have to be absor ption. 

The amount has been estimated at somewhere between $1.50 or may 
be as high as—I think the average over the whole period was about 

$1.50 per ton above the Capehart i increase that is permissible. One 
dollar and fifty cents a ton for the 75 or 80 million tons of finished 
steel that this industry produces in a year or will produce in this 
next year is not a major amount of money. 

You are talking there of about $120 million or at the most maybe 
$150 million. Even if that were all to come out of the taxes being 
paid—which incidentally was close to $1,000,000,000 last year—it 
would not be a sharp cut in the industry’s taxes. Actually there is no 
reason to feel that even that much of a cut in taxes would follow, for 
one very simple reason: We are enjoying a sharp increase, as I told 
you, in productivity in the industry. 

During this year, this 18 cael term of this proposed contract, 
I would venture to say that increase in productivity alone will be 
enough to offset the additional cost of the wage increase over and 
above the amount which will be directly—for which they will be 
directly recompensed by Capehart. So I do not think there will be any 
direct tax loss. 

Senator Frear. As I said we are holding you here too long now, 
at least I am. 

Mr. Brusaxer. We are happy to answer any questions we can. 

Senator Frear. Can the steel companies absorb the recommenda 
tions of the Wage St: abilization Board without increasing the cost 
of their product, and over an 18-month period, without decreasing 
their profits / 

Mr. Brusaxer. If they were not—there are some assumptions I 
suppose that you would have to make as to what they would do. 
Are you assuming that if they were to take advantage of C; apehart, for 
instance / 

Senator Frear. No. 

Mr. Brusaker. Without assuming that they were going to take 
advantage of what we know they will take adv antage of? 

Senator Frear. { will ask you that question. The question that 
I am asking now: In your opinion and in the opinion of you gentle- 
me n collectively, can the steel industry absorb the incre: ised costs recom 
mended by the Wage Stabilization Board without increasing the cost 
or the selling price of their products and over an 18-month period 
without decreasing their profits? 

Mr. Brunaxer. No. If you put both items in there, if you assume 
that they get no price increase, including not even the Capehar' 
increase 

Senator Frear. The question was based on that, assuming that they 
would not. 
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Mr. Brupaxker. And assuming that they would have to absorb over 
this full period the total amount of increase, obviously, some of it is 
going to have to come out of their profits. But the question as to could 
they absorb it, I have no hesitancy at all in saying that “Yes; they can.’ 

I think the OPS has answered that better than. any of us. 

Senator Frear. The way they absorb it would be by decreasing their 
profits, thereby decreasing the taxes they would pay. Is that correct ¢ 

Mr. Brunaxer. If there were a reduction in their ret profit, there 
is no question but there would be a reduction in the tax they would 
pay. 

Senator Frear. What I am trying to get you to answer is would 
they decrease their profits or would they not, in your opinion ? 

Mr. Brusaxer. I say they would not because I am firmly convinced 
they would take advantage of the Capehart amendment; they would 
raise their prices to that extent. 

Senator Frear. That is my next question, to be perfectly honest with 
you. Maybe I should have told you that. 

Mr. Brusaker.. I am trying to give you as fair an answer as I can 
which will not misre present our own position. If you were to assume 
that they took no price increase and had to absorb all of this out of 
profits, there is no question it would reduce profits and it would reduce 
taxes. I think the amount of reduction of both, as stated by the steel 
industry, has been so grossly inflated that it should not be given consid- 
eration by anyone. 

The question as to whether or not there would be a tax reduction 
under the circumstances that we can reasonably expect to have followed 
here, namely, a Capehart price increase and a productivity increase 
in the industry during the 18-month period, I think, directly qualifies 
what one would have to say and expect. 

With those two qualifications I would say we could expect to have 
no reduction in tax revenue from these companies over that period. 
I do not think their profits would go down except to this degree. You 
must remember if you are comparing it with the immediately prior 
period you have a period part of which by action of the Congress the 
tax rates were lower than they are at the present time. 

So that even if you assume no change in anything in this year, you 
will be bound to have slightly lower net profits for these companies 
because the tax rate is actually higher now than it was in the first part 
of 1951. 

Senator Frear. If they pay you or pay labor $120,000,000 or $150,- 
000,000 additional in wages, whatever that amount would be, I do 
not know how you can assume that it is going to come out of anything 
except profits, if they do not increase the cost of their product. 

Mr. Brusaxer. It can come out of increased productivity, as I 
explained. 

Senator Frear. The second part of my question was so stated that 
over an 18-month period when it would reflect the entire amount of 
your increased productivity, and so forth, do you think that at the 
end of 18 months they could come out even and still have the same 
profit on which they would pay the same amount of taxes ? 

Mr. Brusaker. I doubt very seriously that the indus try could 
demonstrate for you that there would be any real tax loss during this 
period. We have tried to get some figures from them when they have 
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made these allegations about the terrible tax impact that would result 
from these recommendations. 

Of course, they were making the kind of representation which was 
strongest for their case. They were assuming in those calculations 
that there was no price increase at all, not even Capehart, even though 
they fully expect to take advantage of Capehart. They were assum- 
ing that there would be an increase in all materials costs equal to the 
wage-increase cost, and that that would occur at the same time, which 
is a perfectly silly and absurd kind of assumption on their part. 

So that they got a figure which was awfully inflated. But insofar 
as there would be ¢ any apparent loss, I think that you have to remember 
that there are some offsetting factors also. This increase that goes 
to our people in the form of wages is going to mean more income 
taxes for them to pay. I do not know just how much. It is obvious 
that the tax rates for individuals is much less than the excess-profits- 
tax rate. 

And it is obvious that every one of these major companies in the 
steel industry, with one exception, is presently in the excess-profits- 
tax bracket. So to that extent, insofar as there was absorption out 
of profits, there would be some loss in tax revenue. 

I do not think there would have to be much absorption out of profits, 
however, for the reasun that I have already given you. In the first 
place, they will raise their prices, according to Capehart; and sec- 
ondly, they will have an increase in productivity which will offset 
this increased cost of labor. 

The one exception, insofar as being in the excess-profits-tax bracket, 
is the Kaiser Steel Corp. 

Senator Frear. If the Government gives or grants the steel com- 
‘peo the increase in price to which they are entitled under the 

Capehart amendment, be that $2.86 or $2.96, or whatever it is—— 

Mr. Bruraxer. The Government has already offered it to them as 
you know. 

Senator Frear. And if the steel companies increase their prices 
by that amount, is that inflationary ? 

Mr. Brunaxer. Of course it is inflationary. But it is an inflation 
which I am afraid - are not responsible for. 

Senator Frear. I do not think we want to—at least I do not want 
to attempt to hold you responsible for the Capehart amendment. 

Mr. Brunaxer. We opposed the Capehart amendment, as you know. 
We still do. 

Senator Moony. Will the Senator yield? 

Senator Frear. Yes. 

Senator Moony. T would like to ask whether the union would be 
willing to limit its wage demands by what would be shown to be the 
economic effects of such wage increase. The contention is made here 
that the wage increases proposed by the Wage Stabilization Board 
can be absorbed out of profits. It is also contended that they could 
not be absorbed. Would you be willing to limit your demands to what 
could be met with any price increase except that required by law 
under the Capehart amendment ? 

Mr. Brupaxer. I would say we have already limited our demand 
o, and the Stabilization Board certainly limited its recommendations 
in such fashion, that it would be possible of absorption within Cape 
hart and the present price stabilization regulation of OPS. 
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Senator Moopy. So as I understand your testimony your basic con- 
tention is that the wage increase is not inflation: ry ‘because it would 
not force an increase in prices. Is that correct ? 

Mr. Brupaxer. I would say that very bluntly. 

Senator Moopy. You are conscious of course that the steel companies 
are entitled under the law, under the Capehart amendment in the law, 
to an increase in prices of roughly $3 total per ton / 

Mr. Brusaxer. On carbon steel. 

Senator Moopy. You would be willing to limit any wage in- 
crease that you got to what was shown on the economic facts to be 
possible to be within that price structure ? 

Mr. Brusaxer. We have already done it. I would not say that we 
would limit it to what is possible within $2.84 or $3.aton. I think the 
wage increase recommended by the Board actually over the long pull 
will cost more than $2.84 a ton. 

Senator Moopy. I understand that. 

Mr. Brupaker. Within the industry earnings standards, or the other 
regulations of OPS, we are already so limited—we have no question 
about being limited by the Bo: ard’s recommendation. 

Senator Moopy. So that if the steel companies could show that they 
could not absorb it, then your position on a wage increase might be dif- 
ferent. Your contention is that they can absorb it ? 

Mr. Brupaker. Yes; that is true. We of course in going into 
bargaining with them and in making our case before the Stabiliza- 
tion Board did consider the question of this industry’s ability to pay 
the demands which we were making, without a price increase, because 
we did not want to see a price increase in steel. 

Senator Moopy. I aC do not want to see a price increase. 

Mr. Brouwaker. We did a very careful analysis at that time. I 
would like to suggest, if any ‘of the Senators are interested in looking 
at that, that they do look at exhibit 9 and exhibit 10, which we have 
given you. Exhibit 10 shows a listing of each of these companies and 
their sales and profits and so on over a fairly long period of years. 
You can look at each of the companies if you want and see what is 
involved. We did have in our exhibit 9 a section specifically on this 
question of the ability of these companies to absorb the increase which 
we were asking without raising prices. 

Senator Moopy. It was for this reason, Mr. Brubaker, that I sug- 
gested that all three parties to this dispute—management, labor, and 
government—be called in here tomorrow. It seems to me that various 
and conflicting statements have been made which have inclined to 
mislead the public. 

Mr. Brusaxker. If we have misled the public, IT hope you and the 
rest of the Senators will see that the public is corrected. We have 
certainly not tried to. 

Senator Moopy. I was not referring to you. 

Mr. Brupsaxker. I know it. 

Senator Moopy. I would like to see your contentions placed beside 
the economic contentions of the companies and the interpretation 
given by the responsible Government officials of those conflicting con- 
tentions. It seems to me that that is the area within which this thing 
should be settled. 

Ordinarily, of course, we would like to see that settled on a basis 
of collective bargaining without the Government or this committee 
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involving itself at all. This committee, however, currently happens 
to be considering the question of whether the Defense Production Act 
should be renewed. The steel matter has been brought in as a factor 
relating to whether the act should or should not be renewed. ‘There- 
fore this committee has been precipitated into the position of having 
to get into these facts and to get into the merits of this question. 

Mr. Brusaxer. I say to you frankly, Senator, we would be more 
than happy, tomorrow or any other time, to lay the facts on the 
table as we see them and let the companies lay the facts on the table 
as they see them, and let any fair and impartial body decide what are 
the true facts. We hope that you will be able to do it through the 
work of this committee. 

Senator Moopy. I am very glad you feel that way, and I am very 
glad that we are going to be able in this committee to bring about a 
public hearing on the economic facts on this question, I think that 
is the crux of this entire debate, and I feel it is very important that 
it should be in the open. 

Mr. Brupaxer. One of the things that 

Senator Benton. Mr. Chairman, I suggest that the witness be 
called back this afternoon. I have been sitting here this entire morn 
ing. I have questions and I know Senator Moody has. Let us keep 
the steel manufacturers waiting for a while. - I think it is very im 
portant. I have a lot of questions that are very important, for me at 
least, in getting ready for the steel manufacturers this afternoon. 

This is wholly different from our normal hearings. Normally it 
does not make any difference where you go. I mean normally when 
the press is in here it makes a lot of difference as to the order of the 
questions. ‘Today it does not make any difference in the order of 
the questioning because all of this is going to be released in manu 
script to the press tomorrow or the next day, after you have had a 
chance to correct It. 

I think that there is a good deal that ought to be brought out here 
to get set for these manufacturers who are coming in this afternoon. | 
think it would be better for the entire committee to hear them. 

I did not expect to make that request, but it is 1:15 and we have not 
had lunch. Senator Moody has not had a chance, and I have not had 
a chance. 

Senator Moopy. I have had a chance because of the generosity o! 
Senator Frear and Senator Fulbright to ask a few questions. I am 
very interested in hearing what Senator Benton, who is a student of 
this subject, and who has devoted a great deal of attention to it in 
recent weeks, wants to bring out. I support his motion. 

Senator Frear. Without objection we will ask the gentlemen pres 
ent here before us now to return at 2:30. Ihave asked the chairman ot 
the committee to request the people who were supposed to come at 

30 to be called at 3:30. 

Senator Benron. I think that is good. I appreciate that. 

Senator Frear. | know that you have been very, very patient 

(Discussion off the record.) 

Senator Frear. The hearing is recessed until 2 o’clock. 

(Whereupon, at 1:24 p. m., the committee recessed, to reconvene 
at 2 p.m. the same day.) 
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The CuarrmMan. The committee will come to order. As I under- 
stand it, Senator Benton, you wanted to ask a few questions. 

Senator Moopy. Mr. Chairman, before he starts questioning, I would 
like to bring up a matter that you and I were just disc ussing. 

The CHamman. We did not call this meeting until 2: 30. 

Senator Frear. Oh, yes, sir; excuse me, I am sorry, Mr. Chairman. 

The Cuairman. There is not yet a quorum present, is what I meant 
to say. I beg your pardon. What Senator Moody intended to bring 
up was the question of an open hearing, which was voted down yester- 
day when a quorum of the committee was here, to the best of my 
knowledge. Were you here? 

Senator Frrar. No, I do not recall it. I guess I was too, but I do 
not know what happened. 

The CuHarman. Senator Fulbright and Senator Robertson and 
Senator Capehart were here. Anyhow, I would suggest, if you do not 
mind, to wait until we get a quorum. 

Senator Moopy. That is all right with me. 

Senator Frear. Mr. Chairman, we recessed the meeting until 
o'clock to continue hearings on this. 

The Cuamman. We have people waiting outside. I want to say 
that time is of the essence insofar as the witnesses we have this after- 
noon are concerned. 

Senator Moopy. I just wanted to make this one point, Mr. Chair- 
man. It is of the greatest importance to the country to have these 
facts in the open. ‘T know the chairman pointed out the other day 
that we are giving this transcript out. But we are hearing these peo- 
ple separately with no chance for mutual cross-examination; and I 
think that with the steel plants going down, we ought to have them 
here. 

The CHairmMan,. That is the truth. But whatever these gentlemen 
say for the record is going to be printed and released to the press and 
the public. You cannot get a a of people who are not with the 
Government to sit around in here and cross-examine each other. ‘That 
would not be fair to have them here. 

Senator Moopy. I’m sorry, I could not understand you. 

The Cuairman. You should not have people who do not work for 
the Government questioning each other; we are not supposed to be a 
panel or a board. 

Senator Moopy. My feeling, Mr. Chairman, is that these disputes 
are often settled at the bar of ‘public opinion. We have diametrically 
opposite statements made by the three parties to this dispute. I think 
we should get them in, perhaps not let them ask each other questions, 
but to have the members of the committee ask them questions in one 
another’s presence and bring out all the facts in this situation. 

The Cuarrman. As I understood, they met with the groups under 
the law—that is, the Wage Stabilization Board. That is my way of 
thinking. I might be wrong. Of course collective bargaining is 

Senator Moopy. I do not think we need collective bar gaining around 
here. But I do think we ought to get the facts. 

The Cuarrman,. That might be true. Ido not doubt that. It looks 
to me as if, as I said this morning and as I have always said, this thing 
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ought to be settled, and I think both sides agree with me on‘that— 
although both are going to say they cannot settle it among themselves. 
I think they ought to settle it rather than have the Government take 
over the issue. 

The railroad brotherhoods have been in the same fix since the Gov 
ernment took over the operation of the railroads. They have nobody 
to talk to now. 

Senator Moony. I do not want to take any more of the Senator’s 
time on this point. 

Senator Benron. Did we not decide yesterday not to have the public 
hearings? 

The CHatrman. Yes. Were you here?! 

Senator Benton. No. 

Senator Moopy. I was not here and I did not know about the mo- 
tion. Iwas not even told about it until today. I was detained in the 
hearing of the Mobilization Subcommittee of the Small Business Com- 
mittee, where I was presiding and had to wait until Senator Gillette 
arrived, for a few minutes after 10:30, 

The Cuarrman. I do not remember who was here, but I know that 
most of the Senators were here. 

Senator Moopy. Are you positive there was a quorum, Mr. Chair- 
man? One of the gentlemen here said there was no quorum when 
the action was taken. 

The CHarrman. I do not know who said that. I came in yesterday 
morning and I know everybody on this side was here. Senator Rob- 
ertson and Senator Fulbright and Senator Benton were here. 

Senator Frear. | might have been here. I do not know. I could 
have been very well. 

The Cuatrrman. That does not make any difference. We will take 
it up when we get the quorum. 

Senator Frear, you may continue. 


STATEMENTS OF TOM HARRIS, OTIS BRUBAKER, MARVIN MILLER, 
AND NAT GOLDFINGER—Resumed 


Senator Frear. I would like to ask Mr. Brubaker just one other 
re I have not had an opportunity to go through exhibit 10. 

I do not know whether it shows it or not, but do you have any idea 
what the salary increases have been for the administrators of the steel 
companies ? 

Mr. Brupaker. Pardon my delay in answering your question, but I 
would rather do that not from memor y, when we have actual figures. 
I have here, and I would be very happy to make available to the com- 
mittee if you want it, a study which shows the compensation increases 
of the major officers of each of these major steel companies, both in 
1951 as compared to 1950, and in 1950 as compared to 1949. 

Senator Frear. Could we have copies of those ? 

Mr. Brupaker. i do not have extra copies with me, though I will 
be very happy to give you this one and you can make it part of your 
record, if you want. 

Just to give a few examples, if we take United States pene C orp., 
Mr. Fairless, who was the president of that company last year, 1951, 
had an increase in his compensation of slightly more than $47,000. 
which was, percentagewise, a 22-percent increase over the prior year. 
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Senator Benton. May I interrupt for a question ? 

Senator Frear. Yes, you may. 

Senator Benron. Who is it that controls the United States Steel 
Corp.? Is it the president or the chairman or the bankers behind the 
United States Steel Corp.? Where does the control rest? From these 
studies you have made, you fellows must have developed some views 
onthat subject. 

Mr. Brunaker. That is a tough question, Senator Benton, and I 
am not sure I can give you a really informed answer on it. We have 
found in our collective bargaining relations with the corporation that 
there does not seem to be any one particular control that we can put 
our fingers on. ‘There is no question, as you know, there is Morgan 
money in United States Steel; there has been. There is insurance 
money there, and those people are represented on the board of United 
States Steel. 

Senator Benron. It is generally agreed the Morgan bank does con- 
trol the steel corporation. 

Mr. Brusaker. I think there is no doubt that no one single company 
or single individual has more than 10 percent of the stock of the com- 
pany, whch they would be required to report to the Securities and 
Exchange Commission. And as a result, there is nothing in the public 
record anywhere, as far as I know, which would indicate the holdings 
of particular individuals except insofar as the holdings of the officers 
of the corporation are shown in their proxies released each year. 

Senator Benton. What about these other companies? Where does 
the control rest in these various companies? I have heard that the 
Block family has control of Inland. Is that correct ? 

Mr. Brusaxer. I do not know whether they have actual stock con- 
trol in the sense that they themselves of their own stock could vote 
‘thecontrol. But there is no question that— 

Senator Benton. The Swift family controls Swift & Co. with 5 
percent or less of the stock of the company. 

Mr. Brusaxer. The Block family and Ryerson family, for in- 
stance, own a sizable block of stock, and they actually without any 
question through the proxies they are able to get manage to control 
the board of directors and the decisions of the corporation. 

Senator Benton. | interrupted, and I apologize, Senator Frear, 
to show that the presidents and their salaries are something different 
from what most people think they are. Most people think when they 
hear the word “president” and these big salaries that they are talking 
about the fellow who controls the company. That is not true in the 
steel industry. 

Senator Frear. What I wanted to find out is the objections to an 
increase to the laborers, but yet the high personnel—— 

Mr, Brusaker. I might say that in the period of 1949 to 1950, 
there was an increase to Fairless of 1.4 percent: and in 1950 to 1951 
there was a 22-percent increase. So you have better than a 23-percent 
increase in those 2 years. 

Senator Bricker. How much would that mean dollarwise / 

Mr. Brusaker. The biggest one was the $47.000. 

Senator Bricker. I know, but after taxes it does not mean a great 
deal, does it? 

Mr. Brupaker. I do not know what Mr. Fairless’ other income is. 
I suppose unless one knows that, one does not really know—— 
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Senator Bricker. Just on a salary basis. 

Mr. Brusaker. Those figures are available. I think the companies 
have given those out. In their proxy statement United States Stee! 
shows Fairless receiving $72,054 after taxes out of a gross salary of 
$261,000 last year. There is no question he earns enough salary that 
he is in the upper tax brackets. 

Senator Frear. ‘As far as we are concerned, those fellows are enti 
tled to the same offset as the union people and should reimburse into 
the Treasury. We had that in the record before. I understand that. 

Mr. Bruspaker. Obviously there is no reason, however, why one 
should talk about their salaries after taxes any more than we talk 
about the workers’ wages after taxes. When we talk about the in- 
creases that they get, it is all increases before income taxes. 

Senator Frear. I would like to have that one sheet that you have 
before you leave. 

Mr. Brunaker. You may have it now. Just to pick a couple of 
others, that 23 percent over that period was at a time when the stee] 
workers were getting a 10 percent increase, or a slightly less than 10 
percent. increase. So these companies seem to feel they are entitled 
to take a bigger cut percentagewise—not dollars and cents wise or any 
thing like that, but percentagewise—than even their own employees 
get. 

For Bethlehem, where you get the biggest salaries and compensation 
of any of the steel companies, you have Eugene Grace, who is chair 
man of the board, receiving in 1951 a salary in excess of $456,000. 
That was a slight decline under his 1950 salary, of about 1.7 percent. 
which occurred, incidentally, because of the tax law you people passed 
that cut their net profits. They get some of their compensation out 
of the so-called executives’ incentive compensation funds. Since the 
profits were cut, the percentage that goes into that fund was cut and 
their salaries were cut a little. 

Sut the big increase that came in Bethlehem salaries occurred in the 
prior year, 1949-50. There the increase was 39 percent for Mr. Grace, 
a mammoth increase of $130,000. That was just to Mr. Grace; I could 
go down the list of all the Bethlehem executives. The increases aver- 
aged in 1949-50 in excess of 40 percent as an increase. These are not 
exceptional. This is true of nearly every one of these companies. 

If you will take the increases that these executives took for them 
selves in 1949-50 and 1951, they far exceed percentagewise the in 
creases they were willing to give the workers. 

Senator Frear. T think that you have definitely shown here that 
there has not been an increase limited to 10 percent on their salaries. 
Mr. Brunaker. They sure did not limit themselves to 10 percent. 

Senator Frear. But of these 47 steel companies listed in there, to 
your knowledge are there any union members who are members of 
any of the boards of directors of these companies? Is there a union 
member on the board of directors of any one of the 47 steel companies / 

Mr. Brespaker. Senator Frear, you amaze me. I think that is over 
in Germany, is it not, where they have this codetermination arrange 
ment. We not only do not have anybody on the board of directors ; 
we have never gotten so bold in collective bargaining even to sugges 
that we thought it was proper that we should—let “alone to ask for 
somebody there. No, we do not have. 
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Senator Frear. Is there anything in any of the companies that 
would prohibit a member of the union who was a stockholder, entitled 
by any other means, from becoming a member of the board of 
directors ¢ 

Mr. Brupaker. No; I think the companies can make most anybody 
they want a member of their board of directors; though I should 
say the chances of their nominating one of the members of the union 
as a member of their board of directors would be, well, to put it 
mildly, less than even fragmentary. 

Senator Frear. I want you fellows to clearly understand my ques- 
tions to be purely objective. 

Mr. Brusaker. You have brought out a great many facts, Senator. 

Senator Benron. I will say, Mr. Chairman, that you and the other 
members of the committee missed a very interesting and lengthy and 
informative series of questions and answers by Senator Frear. 

The CuarrMan. Go ahead and let me see if Senator Fulbright and 
Senator Robertson are coming. 

Senator Benron. I want to congratulate the witness. He does not 
need any help or assistance or aid from any of the Senators. He is 
very good under his own steam, and he has done a rem: arkable job, 
I think, i in clarifying some of these troublesome questions. 

Because the steel men are coming in this afternoon, I have some 
questions which I think may help some other members of the com- 
mittee—certainly they will help me—to understand the case we are 
going to hear from the steel industry. Are you willing to hazard a 
wuess as to what is going to happen now in the industry based on 
the judge’s decision of yesterday ¢ What is ahead in the next few days 
or the next 2 or 3 weeks ¢ 

Mr. Brusaker. I do not think I ought to speculate on that. I doubt 
that Mr. Murray could answer that question for you if he were here, 
because I am afraid this is one of those that is going to have to kind of 
be played by ear, as we see what develops. 

You know what has already happened. Of course the mills are 
down as of today because the judge has issued the order knocking out 
seizure. Our members are no longer working for the Government. 
We are without a contract with the companies, and we have a policy 
that we do not work without a contract. So, lacking a contract and the 
end of Government control of the industry releases President Murray 
from the promise made that he would not strike against the Govern- 
ment, we have a strike. 

I do not know what is going to happen from here on. 

Senator Benton. What do you mean we have a strike / 

Mr. Brusaker. The Nation has a strike. The men were called out 
of the mills last night after the judge handed down his decision. 

Senator Benton. Are all the mills throughout the country closing 
down today ¢ 

Mr. Brusaxer. Most of them are. We have, as you may have 
heard, settled our dispute with a few of the mills. We have settled 
with Kaiser Steel, for instance, which was willing to accept the rec- 
ommendations of the Stabilization Board. We have settled with 
arium Steel for several of its operations on the basis of accepting 
the Board’s recommendations. I know we were close to settlement 
vith some others. 
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There are some smaller companies like Northwest Steel Rolling 
Mills, Pacific State Steel, Ohio River Steel, and some of those others 
that have already settled with us. We have a few of the smaller 
companies in the industry whose contracts were not open at this 
time and therefore were not listed to be struck. 

We do have, of course, a small segment of the industry that is not 
represented by this union, which is of course not on strike. For in- 
stance, Ford has a steel mill up in his auto plant; that is represented 
by the auto workers. It is covered by this long-term escalator-im 
provement-factor agreement, and so it will be working. There are 
a few others that we have never been able to organize and those are 
still working. 

Senator Benton. Ninety-five percent plus are closing down today 

Mr. Brusaxer. I would say it probably was closer to 90 percent, 
Senator. There are 7 percent we do not have organized, and some 
3 or 4°or 5 percent of what we do have organized will continue to 
work. 

Senator Benton. What time yesterday was the order issued and 
who did issue it? Did Mr. Murray issue it ? 

Mr. Brusaker. Mr. Murray issued the instructions from Cleveland 
very shortly after the announcement of Judge Pine’s decision had 
been made. He instructed the people to close down the mills and to 
follow their usual practice of attempting to close them down in an 
orderly fashion so there would not be destruction of property. 

Senator Benron. Did the steel companies agree originally to sub- 
mit their dispute to the Wage Stabilization Board / 

Mr. Brusaxer. I am very glad you asked that quesetion. T think 
it is a very important one for all the members of the committee to 
remember. Yes, they did. The President of the United States asked 
them and us at the same time if we would submit our dispute to the 
Board for its recommendation. 

There has been a lot of talk since the Board’s recommendations 
came down, which the companies did not like, that they did not agree 
to submit all of these issues or they did not think it was proper for 
the Board to decide them. All TI can say is we had a total dispute 
which threatened to shut down the mills. The President said, “Let 
us submit the whole dispute to the Board for its recommendations.” 

He asked us that by wire. We said we were willing to do so. 
He asked the companies that individually. He got back wires from 
them. ‘They were also willing to do so. 

Senator Benton. Did they all wire? 

Mr. Brusaxer. They nearly all went in. There were a couple of 
little companies who said they did not think they needed to come in 
or asked to be excused from the case, or said, “We will go along 
with whatever is done.” But by and large all of these large com 
panies said, “Yes, we will go before the Board and let the Board hear 
the merits of the case and give recommendations.” 

Senator Benron. Did anyone make the major charges against the 
public members of the Board as being prejudiced or lacking in ob- 
jectivity or having been on the payroll of the labor unions. or any 
of these other charges that have been leveled against them since the 
recommendation ? 
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Mr. Brousaker. They most certainly did not, and I would like to 
take this opportunity of saying to the committee that-the union thinks 
that those charges leveled against the public members of the Board 
is one of the grossest abuses of privilege on the part of these com- 
panies that they could possibly make. 

They know these members of the Board. They have dealt with 
them long since. Do not make any mistake. We did not nominate 
those members to the Board. We did not approve them. They are 
Presidential appointees. We are not even consulted on the appoint 
ment of those people to the Board. ‘Those people are, all of them 

Senator Benton. That is very important. Do you think Mr. Mur- 
ray, if he were here, and Mr. Green would attest to the fact that they 
had never been consulted on the appointment of these public members ¢ 

Mr. Brusaker. Oh, yes; I am sure they would. These people are 
all people who have long-term records of interest in and connection 
with industrial relations. They are people who have been mediators, 
who have been arbitrators, who know this field. That is the reason 
they were selected by the President in the first place. 

Senator Benvon. And they have worked for industry just as much 
as they have for labor, have they not ¢ 

Mr. Brupaker. Yes. I heard Mr. Randall’s very rash and grossly 
unfair statement on this subject over the radio immediate ly after the 
President’s seizure of the mills. I must confess I was utterly amazed 
that a member of this industry would stand up and prete “nd 

The Cuairman. Is there anyone here who is not a member of this 
committee or an administrative assistant? Proceed. 

Mr. Bruspaker. Mr. Randall, as you remember, made the statement 
that these people were in the pay of the union, or had worked for the 
union, and so on. Nearly every one of the ances members of the 
Board, with one exception that I remember of, a newspaperman—who 
happens to be on the Board as a public member—has served as an arbi- 
trator in labor disputes, normal arbitrations arising under the con 
tracts, grievances—or some of them actually have settled contract 
disputes. 

The typical method in selecting an arbitrator is for the parties to 
attempt to try to agree on some person in whom they have mutual 
confidence and respect, whom they think is fair. These very same 
companies who now come in and ¢ -hallenge the fairness and objectiv itv 
of these public members of the Board have hired these very same men 
to arbitrate grievances. 

When payment is made for this arbitration service which is ren- 
dered, it is a shared payment. The union pays half and the company 
pays half,so that it is just as fair to say—and I think this is something 
these companies ought to remember when they make such a charge- 
it would be just as fair, or unfair, for us to stand up and say, “The 
public members of the Board are prejudiced in favor of the companies 
ee ause the companies pay them.” The companies do pay them some. 

Senator Benron. Are there many instances where the members of 
the industry have employed these men whom they are now accusing 
of having been hired by =~ unions? 

Mr. Brunaxer. Yes, si 

Senator Benron. You mean a dozen or more? 

Mr. Brunaker. Oh, yes, sir. 

Senator Benton. Twenty or more? 
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Mr. Brupaxer. Oh, yes, sir, there would be no question about that 
We have liter ‘ally thousands of grievances every year in this industry. 
and some of these very same people who are public members of thy 
Board have served as arbitrators in this industry for these same com 
panies and the union. 

Senator Benron. And the cases run into the hundreds perhaps / 

Mr. Brusaker. Thousands within a year 

Senator Benton. Did the industry members of the Board ever chal 
lenge the objectivity or integrity of the public members ¢ 

Mr. Brusaker. No, and I think the industry members of the Boar 
would not dare do so, sir. In all fairness to them, I know that the 
have a very considerable respect. 

Senator ‘Benvon. At the time these telegrams went out to the stee! 
companies, did any of the steel companies reply and say, “But tli 
Board does not have jurisdiction on the union-shop issue ¢” 

Mr. Brusaker. No, and I do not think these companies, even in 
their appearance before the panel of the Board, challenged in majo: 
part at least the authority of the Board to rule on this issue. I was 
very much impressed by conversations that I had, and that other peo 
ple have had, and that have been reported with reference to the dis 
cussions in the Board itself on this question of union shop. 

Mr. Feinsinger has said that not a single industry member of thie 
Board challenged the authority of the Board to rule on the union 
shop issue. That was not the question. Everyone of the industry 
members of the Board said they thought it was unwise, or the) 
thought the Board should refrain from doing so; but they did not say, 

“We do not think you have the authority to rule on it.” 

Senator Benron. That is a very important distinction. It may be 
unwise, it perhaps was unwise; that is another subject. But even 
the industry members on the Board did not challenge the authorit) 
of the Board to include this as part of the-—— 

Mr. Brusaker. And they have not to this day. If you have an) 
question on that, I think you ought to ask one of the industry mem 
bers of the Board whether the Board has any authority, 

Senator Ives. May I interrupt you at this point on the union shop / 
You do not by any stretch of the imagination, do you, Mr. Brubaker, 
consider the union shop to be now outside the pale of collective ba: 
gaining‘ It always has been a matter of collective bargaining. Do 
you think now it should be placed outside / 

Mr. Brusaker. No; of course not. It is an issue which should be 
resolved by collective bargaining. 

Senator Ives. Always by collective bargaining. 

Mr. Brusaxer. So should wages; so should all of these things. 

Senator Ives. I just wanted to get that clear because the allegatio: 
has been made that labor is trying to throw the union shop out of 
collective bargaining. I think you people ought to get that mi 
understanding straightened out at once. 

Mr. Brupaxer. 1: say to you simply that is not the truth. 

Senator Ives. I gathered it could not be. I just wanted to cle 
it up for the committee. Another thing while I have you here, I just 
want to ask one question. Do you think that tripartite boards 
commissions should be preferred to commissions or boards made up 
entirely of public members / 
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Mr. Brusaxer. In the industrial relations field, I think as a gen- 
eral proposition I would say yes, the tripartite system is certainly 
preferable. 

Senator Ives. Before you say yes, you want to bear in mind that the 
National Labor Relations Board or the National Mediation Board do 
not have any such balance as that. Those are all public people. 

Mr. Brunaxer. I realized that. 

Senator Ives. You would prefer to have that tripartite, would you ‘ 

Mr. Brunaxer. I am not prepared to discuss that. I frankly have 
not thought particularly about that question, Senator Ives. 

Senator Ives. The principle involved is the same, is it not? 

Mr. Brupaker. Not exactly; no. I think when you get over into 
an area like this, which is not really a quasijudicial process at all; 
this is a question of trying to determine on the basis of the facts some 
thing which might contr ibute to bargaining, something which might 
be fair and equitable in the relations of the parties, and in comparison 
with other people, it makes much more sense. 

I know that in the past, at least, the industry and labor groups both 
have preferred to have tripartite bodies for a very simple reason. 
They have always feared that in an area that is as complex as the 
negotiation of contracts and the determination of working conditions, 
and so on, it would be a grave risk for either party to place those 
matters almost entirely in the hands of people who are unfamiliar 
with the facts and who do not have available to them intimately some 
advice as to what they facts are. 

Senator Ives. They have not taken the position, have they, that 
each group should be equally represented? They have merely taken 
the position that there should be definite representation of the several 
eroups! There is quite a point there. 

Mr. Brusaker. I do not know that I have heard any strong repre- 
sentation in favor of having a tripartite board on w hich the public 
would outnumber the other two parties. 

Senator Ives. That, of course, is what I am driving at. I cannot 
see that it makes any amount of difference at all. In the final analysis, 
if labor and management are not going to agree, it is going to wind 
up with public members anyhow. 

Mr. BrupaKer. That is essentially what can happen very well. 

Senator Ives. It does happen. 

Senator Benron. It seems to ne you are doing pretty well with the 
public members. I think you had better think further about Senator 
Ives’ suggestion. 

Mr. Brusaxer. We would probably take Senator Ives as a public 
member any time he wants to serve on the Stabilization Board. 

Mr. Harris. Incidentally, if I might say a word on that, the last 
Board we had any dispute between the union and the steel industry in 
1949 was an all public board. Judge Rosenman, Mr. Cole, Mr. 
Daugherty. The recommendations of that Board were no more ac- 
ceptable to the industry than have been the recommendations of the 
Wage Stabilization Board. The union accepted its recommendations 

1949; the industry rejected them. We had a 6 weeks’ strike at 
that time before we got those recommendations. 

To go back a little further in World War I, the War Labor Board 

I believe, only two public members, two public cochairmen, of 
whom William Howard Taft was one; and had a larger number than 
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that of industry and labor representatives. I do not think it made any 
actual difference in its operations as far as I know. 

Senator Ives. Were the industry and labor representatives equally 
balanced as between the two 

Mr. Harris. They were equally balanced as between the two, and 
outnumbered the public membership considerably. 

Senator Ives. In the final analysis, however, where did the decision 
rest? With the public members? 

Mr. Harris. It rested with the two public cochairmen. 

Senator Ives. It has always been my theory to have the ideal set-up, 
have them all public; make sure at least one member is representing 
labor among the public members, and one public member is repre 
senting management. 

Mr. Brunaxer. Of course, in our actual relations with the steel in 
dustry, in our arbitration we have both kinds of set-ups. We have 
some where we have a single public impartial arbitrator. We have 
others where we have a tripartite board. It happens with United 
States Steel we have a tripartite board. In that one we restricted the 
vote to the public member alone. 

But in others we have got a tripartite board with all three voting, 
which gets right down to the same kind of thing we have-in the Sta 
bilization Board. Actually your decisions are made by the public 
member. 

Senator Ives. It does not make a particle of difference what kind of 
set-up you have as long as labor and management are equally repre- 
sented on it, does it ¢ 

Mr. Brunaxer. I do not think so. 

Senator Ives. That is my theory, too. 

Senator Benton. I have two more questions about the background 
of the Board and its powers. All these questions are designed to try 
to bring into sharper focus the material you have touched on in one 
way or another throughout the day. 

Do regulations 6 and 8 set the ceiling on permissible wage increases 
which your union can request or demand from the steel companies? 

Mr. Brusaker. As regulations 6 and 8 are applied, normally they 
certainly do not set a ceiling. What the regulations were intended 
to do. and T think this is important also to an understanding of how 
the Board is operated—the Board did not want to have to pass on 
every case of wage increase that occurred throughout the economy. 
So they set up these two regulations which they said would be largely 
sort of self-regulating, if you will, or self-enforcing or self- applying. 

A company which did not have a union, or a company and union 
acting together were permitted to place into effect without even coming 
to the Board the amounts provided under 6 and 8. The Board’s 
function was to try to determine whether over and above what comes 
under the normal application of 6 and 8 there were increases which 
were appropriate to remedy hardships or inequities or from some 
other reason. 

So not only do they not impose a ceiling, the “Vac ‘tually impose essen 
tially a floor, a floor that you do not even have to go to the Board 
in order to natin ipate in. But over and above or beyond that, if 
you want anything more, you have to go to the Board and make a 
case as to why you are entitled to something more than that. 
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That is what we did. Of course we had the double problem there— 
the companies would not even give us what we were entitled to under 
the regulations without even going to the Board. 

Senator Benron. Are the fri inge benefits regarded by the Board as 
a part of a wage increase / 

Mr. Brunaxer. The fringe benefits originally were charged against 
wage increases. The Board, however, found that to be a most diflieult 
thing and a most unfair thing to try to apply. It decided finally that 
it was much more equitable, and it decided this pretty unanimously, 
too, it was much fairer to have one regulation for wages, which they 
finally ended up with as regulations 6 and 8; and an entirely separate 
regulation and an entirely separate set of standards which would 
apply to fringe benefits. 

That is the reason we can say we are entitled to so much in a wage 
increase under 6 and 8 In addition to which we are entitled to some 
thing under a different regulation which covers fringes. 

Now, on fringes there is no hard and fast rule set as to precisely 
how much anybody can have. It is this general pattern of what is 
the prevailing practice in the industry and the area. The assumption 
would be that if you cannot go any higher than the prevailing practice, 
the only people who will be entitled to improve their fringe benefits 
will be the laggards, and there will not be enough of those: and the 
amount that they will get will not be great enough that it will in itself 
be at all unstabilizing. 

We were on fringe benefits clearly a laggard, no question at all. 
That is the reason that we were entitled to what looks like a fairly 
big amount when you put it in one single package. But part of it 
comes under the wage regulations of the Board and part of it comes 
from the fact that we were lagging in fringes. 

Senator Benron. You do not object. though, to talking about the 
26 cents as a pac ‘kage ? 

Mr. Brunaxer. Not at all, if you keep in mind, IT think, however, 
that it is 26 cents for 18 months and not 26 cents for a year’s contract. 
It is a little over 18 cents for a year’s contract. 

Senator Benton. I have some questions about the companies. 

Senator Sparkman. May I ask there: You mean averaged over 18 
months it would be how much ? 

Senator Benron. Eighteen cents. 

Senator SparKMAN. Eighteen cents averaged over 18 months 

Mr. Brvsaxer. The 18-cent figure is the average over this year of 
the wages and fringes together. 

Senator SparkKMAN. Then it jumps to 26 as of January 1? 

Mr. Brupaker. As a total amount. The average, if you were to 
throw it all in, is going to be substantially less than 26 cents, of 
course. 

Senator Benron. Next year it will be 26 cents ? 

Mr. Brunaxer. If there were no change after January 1 of next 
year, from there on forward it would be 26 cents, assuming again of 
course we agree that the companies’ estimates on all these costs were 
entirely accurate. I think they were overstated. 

Senator Benron. And assuming all activity stays still, too. 

Mr. Brupaker. Oh, yes. 
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Senator Sparkman. If the Senator will yield to me, I want to be 
sure I get that straight. I understand this proposal is an 18 months’ 
proposal dating from January 1 of this year? 

Mr. Brusaxer. That is right, which was the expiration date of our 
contract. 

Senator SparRKMAN. Then the effect would be for the whole year of 
1952, the increase would be 18 cents ? 

Mr. Brunaxer. Approximately 18 cents. 

Senator SparkMan. But for the 6 months in 1953 during which 
the contract would run, just for those 6 months how much would it 
be? 

Mr. Brusaxer. It would be 26. 

Senator SparkMAN. That is what I am trying to get. Then to 
get the average you would have to average the whole thing? 

Mr. Brupaxer. That is right. You would have to weight it. 

Senator SparkKMAN. Averaged over the 18 months of a full contract, 
it would be a little better than 20 cents. 

Mr. Brusaxer. That is right. You would weight the 26 by a third; 
you would weight the other by two-thirds. 

Senator Benron. But, Senator Sparkman, remembering the chart 
which Governor Arnall showed us on the accelerating line of produc- 
tivity in the steel industry, when you throw the productivity increases 
into the balance, it would be 20 cents and a fraction, minus X, from the 
standpoint of cost. Even assuming all figures are exactly accurate, 
there is still a minus X because of the notable record of the steel in 
dustry in stepping up its productivity. 

Senator SparRKMAN. Yes, I understood these were just the flat fig- 
ures. 

Senator Benron. In which traditionally the American workers 
share, and indeed that accounts for this general level of prosperity 
that we have achieved in this country. 

I would like to ask a few questions about the steel companies, and I 
think they are important, particularly because of the men who are 
coming before us this afternoon. When you deal with the steel com 
panies, do you have the impression that there is somebody or some 
central core that acts for the industry ¢ 

Mr. Brupaxer. It would try my credulity, Senator, if I did not 
assume that there is an awful lot of cooperation, if you will, amongst 
the companies in the determination of their policies, both with respect 
to collective bargaining and with respect to prices. I have participated 
now for a number of years in the collective-bargaining conferences not 
only with United States Steel Corp. but a great number of these other 
companies in the industry. 

It is a fairly typical thing—some of these companies may come in 
and say to you that we never bargained with the company. “We did 
not know what the union’s precise . demands were up until the time we 
went to the Board.” That might well be true for some of these com- 
panies. But do you know why? What happens ¢ They call a collec 
tive-bargaining conference the same time as the United States Sieel 
conference starts. They meet for part of the day and we lay some 
demands on the table, and then typically the company will say, “Well, 
what do you say we recess this conference until we settle with Stee! 
and see what United States Steel is going to do? There is no point 
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in our bargaining here because you know we cannot move until United 
States Steel settles,” and they do not. 

Strange as it may seem, the day that United States Steel settles or 
the day right after, suddenly we have all these companies knocking on 
our doors, “Let us get back into negotiations in a hurry and close ‘this 
thing up.” Typic ally I have seen ‘this thing happen to me. Instead 
of us going in then and saying, “Well, now, let us see; we have got this 
and this; let us bargain on this,” they will come in and throw down in 
front of us a copy of the contract we signed with United States Steel 
and say, “All right, we will sign it.’ 

Senator Benton. Give me some illustrations on prices. Let us hear 
something similar on the price front. 

Senator Ives. May I raise one point there? You are talking now 
about all the companies bargaining as a unit ¢ 

Mr. Bropaker. They do not bargain with us—— 

Senator Ives. You have industry-wide bargaining, have you not, 
on the part of management? Is that what you mean ? 

Mr. Brusaker. They do not actually bargain as a unit. I think 
that probably is stretching the truth a little bit, Senator, though I 
think the result is much the same as if they had. 

Senator Ives. Let us accept the imaginary fact that they do for the 
sake of argument. Is there anything wrong in that as long as vour 
labor organization is bargaining for all the workers in all the com- 
panies ¢ 

Mr. Brupaxer. No, I do not think there is anything inherently 
wrong with industry-wide bargaining. 

Senator Ives. I do not see anything -wrong with it at all from the 
standpoint of collective bargaining. 

Mr. Brusaxer. There is nothing fundamentally wrong with it. I 
think this is a kind of silly situation we have in the industry in wie h 
many of these companies pretend to go through the motions of bar- 
gaining with us when they either are not free to do so or do not want to 
bargain with us as a group and do not want to bargain with us sepa- 
rately, either one. 

Senator Ives. You perhaps remember, do you not, the controversy 
we had over the Taft-Hartley Act when it came to industry-wide bar- 
gaining and the position I took on that matter ? 

Mr. Brusaxer. I do very well, Senator. 

Senator Ives. The position I took is the very thing that you per- 
haps are now critic izing in connec tion with management. I maintain 
that management has a right to have anybody represent management 
just as labor should have the right to have anybody represent labor; 
and if you wash out those two fundamental rights, you do not have 
free collective bargaining. 

Mr. Brusaker. We have no quarrel with you on that, Senator. 

Senator Ives. That is the thing I wanted to get straightened out. 

Senator CaprHart. Do not tell one who knows just what you said 
there that they say, “Let us recess until we see what Big Steel is go- 
ing to do.” Do not tell somebody that knows that your individual 
unions do not say the same thing to the respective manufacturers. 
Now, please do not tell somebody that knows. 

Mr. Brusaker. I would not argue with you, Senator Capehart, 
that that sometimes happens. 





2152 DEFENSE PRODUCTION ACT AMENDMENTS OF 


Senator Carenarr. That has been going on all over the United 
States. Your contracts have run out and ‘they have been saying to 
the employers, “We do not want to bargain and will not bargain and 
will not make a new contract with you until we see what the result 
of Big Steel is going to be.” 

Mr. Brupaker. | would say to you, of course, there have been some 
studies on that precise question, Senator, in the last 3 or 4 years which 
indicate what used to be a fairly prevalent thing in the industry has 
weakened to a very great extent in the last three or four bargainings 
to the extent that where maybe 90 percent once bargained at the same 
time and entirely on the same basis, you now have less than 60 pei 
cent of our contracts which are closed at the same time and on the 
same basis. We sign contracts all year. You must uaee rstand that. 

Senator Carenart. |] am not complaining about it, but Iam saying 
to you that in contracts that have expired recently, local unions will 
not make a new contract until they find out how much is going to he 
allowed under the Big Steel contract. Do not tell one that knows that 
that is not true, because it is true. 

Mr. Brusaker. Of course, now that we have agreed in this pa 
ticular dispute to accept the recommendations which the Board made 
in this case from any company that wants to come in and settle with 
us on that basis, we have had a number that have availed them- 
selves of it. 

Mr. Harris. If I might make a comment on Senator Ives’ question, 
I do not think the union has any objection to industry-wide bargain 
ing. There is this problem, that while the union is set up to engage 
in industry-wide bargaining, the companies in the steel industry at- 
tempt to do it but are not organized for it. 

Senator Ives. With them it might be charged as a violation of the 
antitrust law, too, in a situation where they are concerned. 

Harris. In the coal industry I believe they have designated 
one individual who speaks for all of the coal companies who nego- 
tiates with the union, who has authority to negotiate. 

Senator Ives. That is what the operators want. 

Mr. Harris. Yes. 

Senator Ives. They all want it. 

Mr. Harris. In dickering with the steel companies, not only does 
the union dicker with each individual company, although the com- 
panies are not prepared to move until United States does, but the 
people that we deal with, even with United States, have no author- 
ity to bargain. So what happens is that we go through these meet- 
ings which are pro forma. The various company people who attend 
these conferences then apparently go back and get on the telephone 
and get clearance from whatever central headquarters controls. We 
do not deal with that headquarters. 

The Cratrman. Let me ask a question here. I was asked if wi 
would have a short meeting here this afternoon to ask a few _ 
tions. Of course whatever this committee wants to do is all 1 
with me, but we have all the industry people waiting outside and t 
were asked to be here at 2:30. Senator Benton said he was going 
to ask a few questions. I think we ought to finish up as soon as we 
can or put it off until tomorrow. We should be fair to everybody, 
and particularly the people who are here from out of the city. 
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Senator Ives. Mr. Chairman, as long as I have got this thing started 
on this bargaining business, it is quite fundamental. 

The CuarrMan. Senator, I do not question that. I thoroughly 
agree with you. My only thought was that if we want to go on to- 
morrow, it suits me all right. 

Senator Ives. I think I can clear this all up. I grant that all Mr, 
Harris has said 

The Cuarman. I was not trying to shut anybody off. I just 
wanted to know what you wanted to do. 

Senator Ives. I grant that all Mr. Harris is saying is correct. I 
have no doubt of it at all. That does not alter the fact that the prin- 
ciple I laid down is equally sound; does it ¢ 

Mr. Harris. No; not at all. 

Senator Ives. That clears it. 

Senator Benton. I hope these will not take too long, Mr. Chairman. 

The Cuarrman. Senator, please understand me. I am not trying 
to shut anybody off. I want to tell these other people who were told 
to be here at 2: 30 to wait longer, or have them come back tomorrow, 
whatever they wish to do. 

Senator Benton. I certainly do not have any such wish. It de- 
pends on how many questions other people may wish to ask them. 

The CiaimrMan. I was not trying to close the meeting. I do not 
want anybody tothinkthat. Wehavea lot todo. Go ahead, Senator. 

Senator Benton. Will you give an illustration of a meeting of 
minds on behalf of the steel companies on the subject of prices! I 
asked the other day how it happened that no one of these 49 companies 
had come in and asked for a price increase under the Capehart amend- 
ment. Here you have just given us an illustration of telegrams going 
out and all of them wiring in in general agreement for the Wage 
Stabilization Board to take over. There seem to be plenty of illustra- 
tions that add up to a pattern that seems more than accidental as to 
the closeness of the industry, these various companies. 

Mr. Brupaxer. I think if you were to make a study, as we have 
done, on a couple of occasions, Senator, of the timing of the price 
increases that are made in this industry, you would be even more 
confirmed in the suspicion you are voicing in the question. 

Senator Benron. How are prices set? I would like to hear how 
prices are set. 

Mr. Brupaxer. As a typical matter in the industry, prices are set 
by United States Steel, and suddenly the same day or 2 days later 
every other company in the industry quickly adopts the same precise 
price schedules straight down the list. 

Senator DovuGias. In every community in the country. Is that not 
right / ; 

Mr. Brusaker. That is right. There are a very few exceptions 
where one company may charge $2 a ton more for a particular item 
because there is nobody around that can furnish it, and so they can 
make a little bit more. But as a typical matter, there is no question 
that there is something more than just accident as to the setting of 
prices. We do not charge that they sit down in a meeting and decide 
what the prices are going to be industry-wide. 

_ But there is also pretty evidently a clear understanding in the 
industry that there will not be real competition on prices in the indus- 
try, and there has not been for many years. 
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Senator Benton. Why do you have the qualifying word “real” 
there? Is there any competition on prices in the industry 

Mr. Brusaxer. I do not think there has been for a long, long while. 
You will get no companies who will undercut the United States Steel’: 
scale. You will get a few who will go a little above. I suppose in 
that situation you could say there is a little competition between thie 
one who is charging $3 above the industry scale and the one who is 
charging industry scale, if that is competition. But other than th 
there is none. 

Senator Benron. Does not this lack of willingness to compete with 
each other show in a good many ways¢ Are you familiar with the 
long-running efforts of the New England Council of Businessmen 
the New England area to get some one of these companies to co) 
into New England and build a steel mill, supported by a very caret 
engineering report showing a potential profit of twenty-million-oi 
dollars for this mill in New England ? 

Mr. Brousaker. I am familiar, Senator, with the efforts that have 
been made there; and I am very frank to say that my own union would 
be happy to see a steel mill established in New England. I have no 
doubt there is certainly metal-working industry in New England 
which could well use a local steel mill, and the studies would seem 
to support that. 

I do know that the major companies in the industry do not want 
euch a mill there, and they have told us that many, many times. I clo 
think it would help to get some price competition, if you will, in the 
New England area to have a mill there. The prices set for New Eng- 
land now are set by the major companies and they have set them at a 
premium above the rates charged many other places in the U poe 
States, because there is no local steel mill there that they would ha 
to compete with. 

Senator Ives. May I ask a question in that connection about this 
fixing of prices. If all this collusion is occurring to which you ha 
referred, I have no reason to question it, why is “the Justice De ‘part 
ment not after it on a violation of the antitrust laws? 

Mr. Brusaxer. They have been after this industry for a long time 
on that score, Senator. 

Senator Benton. Why does the Congress not give an adequate ap- 
propriation to the Antitrust Division of the Justice Department ? 

Senator Carenartr. Do you know of your own accord that there is 
price collusion ? 

Mr. Brusaker. I have not said there is price collusion, Senator. 

Senator Carenarr. You said there was price fixing. 

Senator Benton. Not that way. 

Senator Carenartr. The inference was that there was. You 
there was really no price competition. 

Mr. BrupaKker. I said there was no price competition and there was 
no independent action on the fixing of prices. When I use “fixing of 
prices,” I mean setting of prices. Maybe I had better use those words. 

Senator Capenart. Is your inference, then, that there is collusio 

Mr. Brusaker. I will let you draw your own inference on that, sir. 
I do not know of my own knowledge that there is collusion. T sa) 
is strange and wonderful to believe that all of these companies sho! 
independently as of the same date arrive at the same decision as to 
precisely how much they should—— 
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Senator Doveras. You mean the simultaneous identity of price? 

Mr. Brupaxer. Yes, if you want to substitute that for collusion. 

Senator Caprnarr. Are the wages the same in all of these compa- 
nies 

Mr. Brunaker. No. We would like to see them the same, Senator, 
as you perhaps know from your bargaining with us. 

Senator Carenarr. What percentage of the companies do have the 
same wages ¢ 

Mr. Brupsaxker. I do not know that percentage of companies would 
be of much help to us here. I suppose it makes more sense to talk 
about percentage of employees. 

Senator Capenart. This wage increase that you are asking is for 
all the wage earners ? 

Mr. Brupaker. There is roughly 80 percent of the employment 
of the industry which has a standard wage scale which is essentially 
similar. That does not mean, however, that the wages are the same 
because we have, as you may know, in the industry roughly 45 percent 
of the people working ron incentive, and those incentive pli Ws Vval'y 
all over the map even within the same plant; and the earnings under 
them vary all over the map even with the same amount of effort 
applied. 

Senator CAreHArRT. Since the wages are practically the same in all 
plants —— 

Mr. Bruspaker. They are not; I would not agree to that at all. 

Senator Cavenarr. What is the difference in them, then! How 
much do they vary ¢ 

Mr. Brupaker. The differences are extremely great. 

Senator Carruarr. What percentage? Will some of them pay 
10 percent more wages than others? 

Mr. Brusaxer. Oh, yes; there are lots of them who will pay 10 
percent more than other plants. 

Senator Benton. I have two more questions, Mr. Chairman. 

Senator Carenart. Let me finish this line of questioning first, 
please. We have not had any questions on this side for a long while. 
You say there would be a difference of 10 percent ? 

Mr. Brupaxer. Oh, yes; there are lots of companies where there 

difference that large. 

Senator Careuart. Where you have contracts / 

Mr. Brupaker. Yes, sir; in basic companies. 

Senator Careuart. Therefore such labor is the big cost of produc- 
inv steel: ina sense all steel isthe same. Isit not reasonable to assume, 
then, that the price would be approximately the same in every 
Instance ¢ 

Mr. Brcsaker. Of course the first assumption you make is not quite 
true. In the first place, wages are not the major cost of steel making. 
They are one of them. They are less than 35 percent of the cost of 
steel. 

Senator Carenarr. You mean in an individual factory ? 

Mr. Brupaxer. In the steel industry as a whole the figure is less 
than 35 percent of sales. Within and amongst companies, this cost 
is even much more variable, Senator. I have figures here from the 
companies’ annual reports which show a variation as great in labor 
costs as a percentage of sales as 18 percent for the lowest company of 
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these major companies, to as high as 46 percent for another one of 
the companies. 

Wage costs obviously amongst those companies are not essential!) 
the same, even if you had identical rate scales. 

Senator Caremarr. I think we can save some time here. Do you 
know of your own accord that the selling prices of these companies 
are the same / 

Mr. Brusaker. I would say without any question the selling prices 
of 95 percent of the products of the industry are identical. You do 
not have to depend on my own knowledge on this. There are pub 
lished prices of every one of these companies in the trade press, to 
which I subscribe as well as most of the industry. 

Senator Carenarr. And they are all the same ¢ 

Mr. Brunaker. And they are the same. 

Senator Caprnarr. Do you know that Mr. Arnall and Mr. Putnam 
testified that they had worked out an agreement with the steel com 
panies, a voluntary agreement, and got permission under the act from 
the Attorney General to do so, that they would not make an applica 
tion for an increase under the Capehart amendment ¢ 

Mr. Brupaxer. I do not know that, and I do not know that that is 
true. 

Senator Carenarr. In other words, the Senator from Connecticut 


inferred a few minutes ago that there was some sort of collusion among 


them because none of them had made an application under the Cape 
hart amendment. His memory, evidently, failed him because he sat 
right here in this committee and listened the other day to Mr. Arnall 
and Mr. Putnam say that they had worked out an agreement wit) 
all of them, and that they had complied with the act by getting th 
Attorney General to give them a ruling that they could do so and that 
they would not be under prosecution if they did it. Do you remembe: 
reading that ? 

Senator Benron. Mr. Chairman, this is not my recollection and we 
can let this go on all afternoon if we want to. I gather it is your sug 
gestion to me that I do not yield any more, and I will finish my ques 
tioning without yielding further. 

The Coarman. I would be the last one to shut anything off. 

I want to eall your atte ntion to the fact that Senator Moody hi “ one 
or two questions. 

Senator Benton. I appreciate that. 

Senator Moopy. I suggest the same thing, that there are also other 
Senators waiting to ask questions. 

Mr. Brusaker. Could I say on this subject just one point—— 

The Cuatmman. As I remember very frankly, the law gave the 
Attorney General that right. Am I wrong on that? We tried to ge 
voluntary agreements at the time, and I think we wrote it in the law. 
They would do that so they would not be subject to the law at that 
time, because we were trying to hold prices down and we thought if 
we made a voluntary agreement together, that that would be sat) 
factory. Wedid that in 1950, as I recall it. 

Mr. Brunaker. That is right. 

Senator Benton. That is different from after the enactment of the 
ae amendment. After the Capehart amendment was enacted, 

I asked Mr. Putnam how he accounted for the fact that 49 companies 
all came to the same conclusion, and that no company came in and 
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asked for the increases they were legally entitled to under it? He 
looked puzzled and he said, “I guess their consciences would not lei 
them.” I replied that their collective consciences looked as if they 
were in touch with each other, because it is pretty remarkable for 49 
companies to have a collective conscience in not applying for a as 
enacted by Congress giving them a price increase. 

Senator Carpnarr. Mr. Chairman, I am not going to let that £0 
unchallenged because they testified here they h: vd an agreement with 
them, and they had the Attorney General rule upon it, th: at they would 
not make an application for an increase; and I am going to get the 
testimony here in a minute and put it into the record, because some- 
body is wrong. 

Senator Benron. I would be glad to have it put into the record. J 
would be glad to see it in, and I may have forgotten, or I may not have 
been here. 

Senator Carenarr. You may not have been here, but that is what 
they testified to. 

Senator Benron. My recollection is that that agreement with the 
industry was made in 1950 and not an agreement as to thei r rights to 
an increase under the Capehart amendment. But I would be glad to 
be corrected, 

Would you say, Mr. Brubaker, that this present plant-expansion 
program—this vast plant-expansion in the industry—largely to be 
financed with certificates through the technique of certificates of 
necessity, will not necessarily lead to more competition in the industry ? 

Mr. Brupaker. I only wish, Senator, that it would lead to some 
real price competition in the industry. It is my own frank opinion to 
you that it will not. The major part of the expansion program has 
been on the part of the already existing |: arge companies in the indus 
try. There are only a handful, which I can count on the fingers of 
less than one hand, of new companies who have come into the industry 
ona very small scale. 

So you are going to have the same companies competin g or not 
competing against each other on price with newer and more modern 
and larger facilities. 

Senator Benron, Would you comment on this hypothesis, which I 
will take the responsibility for setting up, that if company X came 
in and built a steel mill in New England against the wishes of com- 
panies W, Y, and Z, that the steel indus stry has methods, techniques, 
for making company X regret such a step against the judgme nt of 
the other companies of what is their own best selfish interests? 

Mr. Brusaker. I do not know that I really care to ean on 
that one, Senator Benton. I am inclined to pe that the industry 
would resort to price competition or price cutting, if you will. 

Senator Benron. I think that is too radical step for it myself. 

Mr. Brusaxer. It would probably be illegal enough so that you 
would have the Department of Justice in on a question like that if 
they did resort to price cutting and tried to drive the company out 
of business. 

Senator Benron. I have an advertisement here signed by Mr. 
Morrell that I would like to ask your views on. This is the advertise- 
ment that Senator Sparkman mentioned to me this morning, so I had 
it located for me. Do you think it is possible for steel to go up $12 
per ton with no other prices going up? 
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Mr. Brusaker. I think that question was probably better answered 
for you by the Price Stabilization Director in which he said it was 
not possible because if steel prices were raised, they could only be 
raised by breaking their present system of price stabilization; and if 
they broke it for one industry, they would have to break it for all, 
because he would insist on equal treatment for all industries. 

Senator Benton. Then you were stating that when steel prices yo 
up $12 a ton, here is where we face the real danger of inflation, becatise 
automatically that would create higher costs for everybody who a 
steel: it will unleash price rises in industry for industry, and y 
quickly. 

Mr. Brupaker. There is no question about that.. It would spread 
throughout all the metal-working industries in a big hurry. 

Senator Brenton. This would all be reflected in goods that 
through the retail channels and into the hands of the consumer. 

Mr. Brousaker. That is certainly true. 

Senator Benron. Do you remember that Mr. Arnall gave an est! 
mate that this would increase prices for the average “family S300 
a year! 

Mr. Bruraker. Yes, sir. 

Senator Benron. I am not going to defend that. I do not know 
whether it is $300, $200, $100, or $50. Mr. Arnall gave us the figure 
of $300. Let me read to you what Mr. Morrell says in his advertise 
ment because I would like your comment on this: 

If the entire $12 per ton cost increase were fully compensated in the price of 
steel, it would mean an added price for all the steel used in the Nation, which 
would total about $24 a family. 

That is a long, long way from Mr. Arnall’s $300. Will you com 
ment on that? 

Mr. Bropsaker. I have been accustomed in dealing with this indus 
try to find them overstating these figures. ‘This is one of the first | 
have seen in a long time which I think they have grossly, grossly 
understated. The only way you can arrive at the $24 figure whi 
Mr. Morrell used there is to assume that the only price which will 
increase will be the price of finished steel itself. 

If you were to take roughly 80 million tons of finished steel a 
that will be produced and multiply it by $12 to get the total cost,” al nd 
divide it by the number of families which they did in that paid ad, 
you will get a figure of $24. That is true—except the average famil) 
does not buy steel, does not buy finished steel. Finished steel is sheets 
and strip and pipe and plate and that kind of thing. 

What the family buys is an electric refrigerator or an electric wash! 
or something like that, some pots or pans that are made of steel. If 
those industries had to pay more for the price of their steel, you 
may be quite sure that they would raise the price if they could. If 
OPS were to apply the same privilege as the steel industry wants to 
them, they would raise the price of their products. And anybody 
who knows anything about the pyramiding of costs which occurs |» 
tween raw materials an dthe finished product, to say that the on!) 
increase that would occur here would be just the increase in the raw 
material, the so-called finished steel, is really. trying to kid himsel! 
or the public. 

Senator Benron. Mr. Brubaker, how do you account for Mr. Mor 
rell signing this astonishing advertisement when even the steel i 
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dustry claims that a rise of $6 in wages will in turn increase the things 
that they buy by another $6, if that is the way they reached the $12 
price rise?’ How can you reconcile their own advertisement of what 
can happen to them with this bland statement that $24 is all that will 
happen by way of a raise to the average family ? 

Mr. Brusaker. The two things obviously do not track. If nothing 
but the price of steel is going up, if you give a price rise to steel, 
obviously the price of all the things the steel industry buys are not 
going to go up. Yet they have assumed they would go up, not by a 
little but by as much as the total cost of the wage increase. 

Senator Benron. Mr. Chairman, I apologize to the Senator from 
Indiana. My recollection is incorrect of my conversation with Mr. 
Putnam. In a wholly different part of the testimony Mr. Arnall 
flatly states, “We had an agreement with the steel companies not to 
raise their prices, and they never have.” 

[am sorry. I was present and it slipped my mind. 

Senator Carenart. Then a little later he says— 

The steel companies by an approval of the Justice Department 

Then down here it says: 


Mr. PHELPS. In late November and December 1950 this was a voluntary agree- 
ment arrived at under the terms of the Defense Production Act, as you suggested. 
Under that agreement the steel industry signed an agreement and stated that 
they would give us 20 days’ notice prior to any proposal to raise prices. 


I asked him this question : 


Do you mean it was a three-corned affair between the 49 steel companies, your- 
self, and the Attorney General? 

Mr. ARNALL. No, not me; this was before my day. 

Mr. Puerps. This agreement we are speaking about is a voluntary agreement 
reached with the steel industry. 

The CHAIRMAN. And the Secretary of Commerce? 

Mr. PHELPS. No; we negotiated it in ESA. 

Senator CAPEHART. What date? 


And then he said, 


November or early December 1950. 


Senator Benron. I have only two final questions the witness may 
want to comment on, Mr. C hairman. The first one is the cone luding 
sentence in this advertisement signed by the Jones & Laughlin Steel 
Corp. He refers to the steel industry and the higher cost of doing 
business. 


Washington’s economic unstabilizers apparently have decreed that this big 
boost in cost is to be forced on the steel industry not by law or by bargaining, 
but by a dictatorial edict of a personal and partisan government, Mr. Arnall’s 
smoke screen cannot obscure that fact or erase one ugly word of it. 

Before you comment on that last sentence, Mr. Brubaker, I will 
remind you it gets back to my opening questions about the attitude of 
the steel companies, the industry members, and so on toward putting 
this case before the Wage St: abilization Board to begin with. 

Mr. Brupaxer. The only real criticism I have seen in the last day 
or so that is new from the steel industry on this whole price matter is 
that they never agreed to the pricing standards which the Office of 
P rice Stabilization used. That, I guess, is true. Of course, they don’t 
have to agree to them; they have nothing to do with them. Those are 
standards that are set quite apart from any industry. 
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They are set on the basis of some standards which Mr. Johnson felt 
were appropriate because they had been included in the tax laws by 
Congress as the standards of what was excess profits. 

I do not know that there is anything that we should say with refer 
ence to Mr. Arnall. We have no dealings with him. His reputation, 
I think, is certainly a good one. 

Senator Benton. I was referring to “a dictatorial edict of a personal 
and partisan government.” That was the phrase. 

Mr. Brusaxer. This you must remember, of course, is an office set 
up by the Government itself and headed by a man who was approved 
by the Senate. I do not quite know how one can make such a charge, 
and certainly there has been no testimony made to back up that kind 
of acharge. It stands by itself, I think, without support. 

Senator Benron. Has it ever occurred to you that it might call 
the attention of the stockholders of these companies to the cost of this 
advertisement if you suggested that you be given equal size space, 
as is customary in the radio industry, at the expense of the Jones & 
Laughlin Steel Co. to reply to this advertising ? 

Mr. Brunaker. Senator we were even going to go one step further 
We were going to suggest that if the Government properly could seize 
and operate the steel mills, the Government itself ought to object to 
this kind of advertising, of using the steel industry’s money to an 
attack of the Government. 

The Cuamman. I am going to say for the record I do not think 
the Government has the right to seize the steel mills, and I certainly 
agree that that advertisement is equally unsound. 

Mr. Brusaxer. There is nothing illegal about the advertisement or 
their spending their money to put whatever they want in the 
hewspapers. 

The Cuamman. Nothing illegal; no. 

Senator Benron. There is nothing illegal I agree. But it opens 
up grave questions of public policy. 

Mr. Brunaxer. I regret the whole tone of the ads. We do know 
that this ad and many more like it have not been helpful to a public 
understanding of our controversy, because we do not think that the) 
are close to the facts of the dispute at all. They have made a lot of 
allegations which these companies cannot document. 

The CHarMaNn. Senator Moody. 

Senator Moopy. Mr. Brubaker, the purpose of the act that is now 
before this committee, which expires on June 30 and which the com 
mittee is now considering, is to restrain inflation. I believe, and | 
believe most of the other members of the committee believe, that it is 
important not to send the economy ino a new wage-price spiral. 

You said this morning after the other Senators had left, except 
Senator Frear and Senator Benton, that you did not consider the 
proposal for settlement of this dispute which was made by the Wag 
Stabilization Board to be inflationary. 

I would like to have you briefly state for the benefit of the entir 
committee why you feel that way. 


The Cuarman. Senator, I was here. I can state it for the 


committee. 

Senator Moopy. Go ahead. 

The Cuatrman. I asked him something myself in connection wit! 
He said it was not inflationary unless it raised the price of steel. 
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And I commented it would raise the price of steel to the Government 
because of the large purchases for national defense, plus the States 
and so forth and so on. He agreed with me. 

Senator Moopy. Mr. Chairman, I am about to ask a series of ques- 
tions here, and I wanted to have him state briefly whether he thought 
this proposal of the Wage Stabilization Board is inflationary and why 
or why not. 

Mr. Brusaxer. As I said this morning—TI will try to be very brief 
on this so that we will not take any more of your time than neces- 
sary—I think there could be only two circumstances under which a 
settlement of this dispute could be inflationary, One would be if the 
wage settlement were to break the wage st: abilization formulas, and 
thereby allow other groups of workers to get a w: age Increase simply 
because the steelworkers got one. ‘That not only is not true: our 
increase very clearly under the facts of this case is a catch-up in- 
crease. It represents an increase which the vast majority, the over- 
whelming majority, of workers have already gotten under the stabi- 
lization rules, and under which rules they will not be entitled to 
greater Increases, 
~ The other way in which a settlement could be inflationary would 
be if the sl: were permitted to break the price stabilization 
rules. They are entitled under those present rules to an increase 
under the Capehart amendment. We are not arguing about that 
matter at this time. Arnall has said that under those rules they are 
not entitled to any further increase. 

I said if a settlement were made at the expense of raising prices in 
steel and breaking the price formulas so that they would have to give 
like price increases in other industries, there is no question there 
would be a sharp and immediate inflationary effect. 

We hope that the latter will not occur. We are fully convinced that 
the wage settlement here proposed would not break the wage formulas. 

Senator Moopy. Your contention is what you are now asking can 
be done within the present price structure, plus the Capehart revisions, 
but which would have to be made in any event under the law. Is that 
correct ¢ 

Mr. Brupaker. We think there is no question about that. 

Senator Moopy. On the other hand, the steel companies have re- 
fused to make a settlement on that basis, Is that correct ? 

Mr. Brusaker. That is certainly true. 

Senator Moopy. Now, Mr. Chairman, it — to me that we have 
here a very clear issue of economic facts. As I said the other day, 
we have had a statement by the President of the United States on the 
radio; we have had a very bitter rejoinder by the president of the 
Inland Steel Co.; the committee has heard Mr. Arnall and Mr. Put- 
nam and others. We are going to hear this afternoon behind closed 
doors, as we are now hearing the union, representatives of manage- 
ment. 

Senator Benton has put into the record some ad excerpts this after- 
noon which make an ex parte statement of the case for manage- 
ment. We have representatives of the union on the stand today. I 
believe the only way we can get at the facts is to have a panel here in 
which all three parties to this dispute will be represented in the same 
way that the three agencies of Government were represented the other 
day in the first executive hearing of this series. 
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The other day, Mr. Chairman, the committee agreed to that. 1 
committee reversed itself yesterday morning on ‘motion of Sen: itor 
Capehart, I am told. I was serving as chairman of a Small Busines: 
Subcommittee, and therefore was a few minutes late in arriving , 
this meeting. I was informed only today that in my absence the activ 
was reversed. I am told by several other Senators who voted for 1\\ 
open panel that they were not informed of the reversal, either. 

I would like to renew that motion, Mr. Chairman. 

The CuarrMan. I can only say that I am distressed that the cler! 
did not notify the Senators about the change. However, all of { 
discussion was in the record which was available for inspection and 
correction, as always, to every member of the committee. It was dis 
cussed yesterday morning when we met. I brought up the subj 
myself, as the record will show, and it was agreed that there woul 
be no open hearing. I am confident that there was a quorum prese| 

The motion was made; and if I am not mistaken, there was a quoru 
present. I was here. I think Senator Sparkman was here. 

Senator SpaRKMAN. Was it at the conclusion of the hearing? 

The CuarrMan. No; it was in the morning when we started. 

Senator SparkMAN. No; I did not know it had been done. 

The CHatrMan. Senator Robertson was here when we decided tot 
to have the public hearings. 

Senator Rogerrson. Absolutely. 

The CHatRMan. Senator Fulbright, I am certain, was here. And I 
think everybody over on this side, except Senator Ives, was present 
because when I got in here I was the lone fellow on this side of the : aisle. 
and Senator Robertson and Senator Fulbright came in shortly. 

Senator Moopy. Mr. Chairman—— 

The CuairmMan. That is right. I am only too glad to put the mo 
tion. 

Senator Bricker. Mr. Chairman, I think it is a matter that ought 
to be taken up in executive session of the committee, and I move thai 
we lay it on the table until such time as we have heard Mr. Moree!l. 

The Cuairman. As soon as these men leave here, before we call M: 
Moreell 

Senator Moopy. The reason I brought it up now, Mr. Chairman, 
that if we are going to call these people back as planned tomorroy 
morning, I think it might be common courtesy. to inform them nov 
It is after 3 o’clock in the afternoon. 

The Cuarmman. The motion has been tabled and will be taken up 
after the gentlemen before us now leave. 

Senator Moopy. Did you say there was not a quorum a minute ago 
when the action was rescinded yesterday ¢ 

The CuarrMan. There was a quorum. 

Senator SpaRKMAN. He said to wait until they clear the room, and 
then we will have an executive session. 

Senator Frear. Mr. Chairman, just one final question. Mr. Bru- 
baker, is it or is it not the policy_of the board of the United Steel- 
workers of America, CIO, to oppose profits in corporations ? 

Mr. Brupaker. I am afraid you asked a big question there. \. 
say do they oppose profits of corporations / 

Senator Frear. Taking it firmly: Do they approve profits of corpo 
rations ¢ 
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Mr. Brupaxer. If these companies did not make profits, | am afraid 
we would not get wage increases. It is about that simple. No, we do 
not oppose profits in the steel industry. We are heartily in favor of 
profits made by these companies. We hope they continue to make good 
profits because if they do not, the Government is going to miss a lot 
of needed tax revenue and we are going to miss a lot of needed wage 
increases. 

Senator Frear. Thank you. 

Senator Ives. Mr. Chairman, before Mr. Brubaker leaves, 1 would 
like to ask him a question relative to Senator Moody's proposal. Can 
vou see any benefit in such a panel discussion as has been proposed ‘ 

* Mr. Brupaxer. I should think it might be constructive, sir. 

Senator Ives. Are you sure you would not get into a cat-and-dog 
fight ¢ 

Mr. Brupaxer. I am not sure we would not get into such, sir 

Senator Ives. That would certainly be very devastating. ‘That 
would be just the opposite of what we are trying to accomplish. 

Mr. Brupaxer. We, of course, have gotten into such with the indus- 
try itself already this year in public. 

The CuarrmMan. We have tried to be fair to all sides. I think you 
gentlemen would agree to that. 

Senator Dirksen. Mr. Chairman, I would like to ask one question. 
Mr. Brubaker, do you know as of your own knowledge whether or 
not the companies have ever demanded directly or indirectly $12 a 
ton for steel increase ? 

Mr. Brupaker. Senator Dirksen, | am afraid 1 could not answer 
that question of my own knowledge. I do not have any sort of a 
pipeline to the Office of Price Stabilization. I have heard Mr. Randall 
speaking for the industry saying that they never so demanded of the 
Office of Price Stabilization. 

I would say this, however, that in all of the public statements which 
they have made in the course of our dispute, they have said again 
and again and again, “ If this is granted we will have to have such an 
increase.” Now, the inference for most everyone to draw was, “Well, 
we are going to insist on getting it if we can.” But I do not know 
whether they have or have not asked it. 

Senator Ives. They never bargained with you at all, anyhow, on 
the subject, have they ? 

Mr, Brupaker. No; but they did talk about this before the Wage 
Stabilization Board panel. 

Senator Ives. But not with you, though ? 

Mr. Brunaker. No; that is right. 

Senator Ives. They did not bargain with you on anything. 

Mr. Brusaker. That is a fair statement. — 

Senator Dirksen. Would you consider that the recommendation 
f this Board for a union shop would be a weapon or would be of 
beneficial advantage in bringing about the union shop in other indus- 
tries where it may not be as widely diffused as in the steel industry ? 

Mr. Brusaker. Of course most other industries already have the 

nion shop, you know. The steel industry is one of the few industries 
where none of the major companies in the industry has a union shop. 
| think the latest survey of the Bureau of Labor Statistics on the 
subject last year showed something like 61 percent of all the em- 
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ployees covered by their collective-bargaining contracts already having 
the union shop. 

I have no doubt, sir, that any contract settlement which includes 
the union shop gives that much more of a spur to the spread of the 
union shop; yes. I would be quite honest w ith you about that. 

Senator Dirksen. Would be an advantage ? 

Mr. Bruraker. I do not know that the recommendation of this 
Board means anything. It obviously means nothing to this industry 
because they have refused to accept it. I am not sure that it has 
served any particular advantage to us in getting the union shop 
because we do not have it and it looks as if the industry can prevent 
it, we are not going to get it. 

Senator Dirksen. If you admit it would be an advantage when a 
union shop has been imposed on some other industry, it might be 
then possible, of course, to raise wages and serve the inflationary 
fire ¢ . 

Mr. Brusaker. I am not quite sure that I understand the question, 
sir. I do not know that the union ship has been imposed on any 
of these industries by any Government body. I do know that one 
Government body did so recommend in the railroad dispute recently, 
But certainly none of them have opposed it. 

Frankly, I do not understand the connection between that and the 
rest of your question as to feeding the inflationary fires. Frankly, I 
do not think it would have anything to do with wage increases in 
other industries which do or do not have the union shop. 

Senator Dirksen. I can give you an example. I was visiting with 
a gentleman this week end in Chicago who, among other problems, has 
the problem of a strike as of Monday morning of this week on a de- 
fense plant for the manufacture of powder : a strike, incidentally, that 
will be for the union shop and union shop only, as I understand, on 
the basis of the recommendation that came out of the Wage Stabili 
zation Board. 

Now, if it is consummated it does make it a little easier, perhaps, to 
enforce new demands. Would that not be possible ? 

Mr. Brupaxker. I frankly do not think that the granting or denyin 
of the union shop has the slightest iota of connection w ith the ahilit ity 
of 99 percent of the unions “of this country to enforce, if you will. 
their demands in collective bargaining. Certainly it is something 
which the unions want and something which they feel i is strengthening. 

Actually, most of the unions have managed to win most of their 
bargaining without the union shop. I do not think, frankly, it would 
have anything to do with their getting or not getting wage settle- 
ments. 

Senator Dirksen. Mr. Chairman, one question to the Chair. 

The CHarrman,. Certainly. 

Senator Dirksen. Has the official recommendation and report of 
the Wage Stabilization Board been made a part of the record? Ii 
it has not, it seems to me that—— 

The Cuatrman. If it has not been made a part of the record, wit!i- 
out objection it will be made a part of the record. 

(The document referred to will be found in the appendix, p. 2570.) 

Senator Dirksen. I yield the floor. 

The CuatrMan. Senator Moody ? 

Senator Moopy. I have one or two questions. 
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As I understood your replies to Senator Ives, you feel that a con- 
structive purpose would be served to have the cases of the three parties 
to this dispute g rathered together before the committee so that the 
discrepancies in the three cases could be revealed under cross-examina- 
tion by the committee, and in that way whoever may be in error on 
the economic facts will be shown to be in error ? 

Mr. Bropaker. Senator, we did not, as you know, ask for such a 
public hearing. It is not our proposal and I am not here either in 
defense or in criticism of it. Iam very frank to say, as I said to you 
this morning, that I think that anything that can be done to try to 
bring the facts to a focus in this dispute would be helpful. 

I am gravely distressed at the extreme difference of opinion with 
reference to facts which seems to exist in this whole dispute, not only 
differences between ourselves and the companies but differences be- 
tween the companies and the Government. I frankly think it could 
serve a very useful purpose and we would be more ‘than willing to 
partic ipate if the committee so desires. 

Senator Moopy. That was my thought. Mr. Arnall said the same 
thing and I cannot imagine any reasons why the companies should 
not be glad to present their case here. 

Mr. Beenaxer. I will try to be a gentleman with the companies—— 

Senator Moopy. I am sure you will, and that the committee will be. 

The CramMman. Senator Douglas ? 

Senator Dovucias. I have one question that really grows out of 
statistics which the staff has assembled which you will find on page 32 
of the staff memorandum. It is this: We sometimes fasten our atten- 
tion in computing the increases of labor costs upon labor cost per 
hour. But the real test is labor cost per unit of output. During the 
last 5 years what we have had is an increase in output per man-hour. 

This table at the bottom of page 32 shows an increase in average 
employment cost per hour from $1.49 in 1946 to $2.05 in 1950. That 
is an increase of 37 percent. The normal tendency is to point to that 

7 percent and say that is terrible, although the steel price index 
increased by 65 percent during that same period. 

Man-hours per ton fell by a little over 17 percent. So the reciprocal 
of that output per man-hour rose by 21 percent. So that if you take 
the labor cost per ton, that merely rose from $30.40 to $34.65, or an 
increase of about 13 percent in labor cost per ton, compared to the 
do-percent increase in price. 

These figures stop here at 1950. I know they have been gathered by 
the staff rather than by your organization. I wonder if you have any 
figures as to whether the increase in output per man continued 
LOA. 

Mr. Brupaker. Yes, it did. We presented, I think, Senator, if you 
want to check that exhibit 9 which we submitted to the committee, we 
have a table there on increase in productivity. I understand that 
since that table was prepared the Government has changed some of 
the — on employment so that it changes certain of the figures a 
little, but it does not affect any of the figures relating to the last 3 
years. ‘Those show an average of 4-percent increase in productivity 
per year, output per man-hour in the last 3 years for which data are 
available, 

Senator Doueias. So that if it was 17 percent in 1950, it would be 
roughly 21 percent by 1951? 
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Mr. Brupaxer. I think that is a reasonable assumption, sir. 

Senator Doucras. I think that is extremely important, because lal), 
costs per unit of 

Mr. Brusaxer. | think that ought to be the proper measuring stick. 
There is no question but what this industry’s margin of profit per wii 
of output has increased in the last several years since the war. That 
you find reflected in the much, much higher profits before taxes figures 
which the industry shows and which we also have in our exhibits \) 
and 10, 

Senator Dovenas. I think the whole discussion will be put on a muc! 
more lucid plane if we were prepared not to move hourly rates with: 
prices but labor output per unit with output. If we compare the o 
put of labor unit per output with the value added by manufacturing, 
deducting the cost of raw materials, the comparison would be mor 
striking. 

Mr. Brusaxker. I would be very interested, Senator, to see if \ 
can get from the industry some confirmation of the figures presented 
by Mr. Arnall with reference to the number of man-hours required 
to make a ton of steel, because it is a key figure that you need in this 
kind of computation, and it is one which we have been without for 
quite a number of years. 

The CHatrman. Without objection we will ask if that informa 
tion can be had. Does anyone know offhand where we can get it, 
except from Mr. Arnall? 

Senator Doveias. This is supposed to be a committee report, not 
from OPS. I think the staff, since they compiled these figures, should 
be asked to get figures for 1951. 

The CHarrMan. We will dothat. Any further questions? Senator 
Ives? 

Senator Ives. I have a brief question. It can be answered yes or 
no by Mr. Brubaker. 

Would you favor a provision in the law requiring that the union 
shop, a provision for a union shop, be made mandatory in every 
labor-management contract ? 

Mr. Brusaker. No. 

Senator Ives. That is all I want to know. 

Senator Carenart. Do you think the Capehart amendment ought 
to be repealed ¢ 

Mr. Brupaker. Yes, sir. 

Senator SparkMaN. Mr. Brubaker, let me ask this question: In 
1950, labor and steel were able to get together with virtually no dif 
ficulty at all. As a matter of fact if I recall correctly Mr. Fairless 
made a speech in California in which he said that so far as he was 
concerned his people were entitled to a wage increase. He came on 
back and just within 2 or 3 days the contract was negotiated. He had 
no trouble negotiating one then apparently. 

This year, according to a statement read to us by Mr. Feinsinge, 
Mr. Fairless, I believe it was, announced even ahead of time, before 
you started negotiating, that he was qute certain it was going to have 
to be settled in Washington. 

I do not care to have a long discussion as to why this increasing 
difficulty or why this greater difficulty this year in getting together, 
but here is the thought that I am wondering about. I have bee! 
wondering about this for a long, long time. Are we not depending 
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too much on the Government to step in and negotiate or to try to 
influence the negotiation of our contracts rather than leaving it to 
the two bargaining parties ? 

Mr. Brusaxer. I do not want to get in a long argument about that 
either, Senator. I think this is not really a question, however, of 
the Government interference in our collective bargaining, which has 
made it difficult for us to reach a settlement this year. It was the fact 
that we had wage and price controls. I think that is one of the 
prices that we and the country have to pay if we are going to try to 
stem inflation. I do not think we should kid ourselves. 

Yes, it created problems in this case. It made it much rougher 
to try to get a settlement. But if we want, we had the alternative, 
Congress had the Serna: they could have repealed the act or 
they could do it right now and say go back and fight it out, boys, and 
let the companies raise the prices all they want and let the unions get 
whatever wage increase they can. 

I think that. would be a ver Vv disastrous thing for the Congress to do. 

Senator SpARKMAN. Just one more brief question. I think you 
gave a very good answer a while ago with reference to the increase 
in wages and its effect. on inflation, and you said that if you felt that 
an increase was going to cause an increase in prices which in turn 
would boost prices, then of course it would be inflationar V. 

During the Second World War we had what was known as a 
Little Steel formula. As I recall under that we were allowed to in- 
crease wages provided the effect of it was not to increase prices above 
a certain percentage. In other words, uptoa certain celling. Did we 
not ¢ 

Mr. Brusaker. I am not sure that that is an accurate statement, 
Senator. 

Senator SpARKMAN. It may not be accurate, but it was pretty close 
tothe practical application of it, was it not ? 

Mr. Brunaker. The steel industry said—let us get to the steel in- 
dustry on this one—that they were not granted any price relief during 
the war, even though, under the Little Steel formula. our members got 
a 514-cent wage increase. I know that the OPS ceiling price, dur- 
ing that period was not changed. I am very sure that was true in 
a great, great many other industries. 

Phere was a small movement on wages permitted under that form- 
ula, but it was a small one, and after that everybody was stuck on 
wages and on prices. We had a freeze from there on out for the 
great majority of the workers in the country. We did have some 
provision for adjustment on an equity basis, h: urdship basis, substand- 

ard, and so on. But the vast majority of workers got no increase 
after that. But the companies got no price increases either. 

Senator SPARKMAN. Do you not think we would have been better 
off if we had had some such formula worked out this time ? 

Mr. Bruspaker. I do not know. I think that is a matter that the 
Congress itself had to decide. So far as I could see the Congress 
apparently felt that the imposition of controls on prices and wages 
Was a touchy enough business and a dangerous enough one short of 
all-out war that they ought to go awfully slow about doing a full 
freeze, that they ought to allow some flexibility. 
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Senator SrarkMAN. Congress did not write the Little Steel formuly 

Mr. Brupsaxer. But they sure endorsed it in a hurry once it was 
worked out. 

Senator Sparkman. And I think we would endorse one now, | 
think a mistake was made when we started on this program that some 
kind of similar formula was not made that would do the very thing 
you said a while ago ought to be done. 

Mr. Bronaxer. It is a tough program to pose when you are not in a 
war, Senator, to say that you will freeze wages and will not permit 
any increase. 

Senator Carenarr. In World War II we denied the right to d 
crease the wage, too. 

Mr. Brupnaxer. That is correct. 

Senator SparkMAN. I realize we are doing a difficult job in try 
to maintain a civilian economy and at the same time mobilize. 

Mr. Brusaker. There is no question but that the law and the sta 
bilization program both on wages and prices as it has functioned ha 
been mildly inflationary. I would say, however, that I have al: 
no question but that it has done a great good in stemming what othe 
wise could well have been much more of a runaway kind of inflatio 

Senator SparkMAN. I think you and Mr. Wilson are in agreeme 
on that. 

The CuatrmMan. Senator Benton ? 

Senator Benron. The Senator from Indiana may wish to com 
ment on this as the witness has, but I inquired after our discussio: 
of a moment ago when this agreement was reached with the steel con 
panies. It was reached in December 1950 or January 1951, 7 or 
months before the Capehart amendment. My question to the witness 
still seems to me to be valid. After the passage of the Capehart amend 
ment steel companies, even though they had reached that agreeny 
now find themselves in a different position because Congress under t 
law has now authorized them to come in if they wish and ask for 
increase. Something that was not true in December or January, 7 
or 8 months earlier. The fact then remains that none of these 49 com 
b unies chose to avail itself of the new privilege given to it under 

Capehart amendment 7 or 8 months after the “first agreement \ 
made. 

Mr. Bropsaxer. I think that is true. 

Senator Benton. That seems to me more than coincidental 
49 companies all came to that same conclusion and may validate Mr. 
Putnam’s comment on my reply to it about the collective consciences 

Mr. Brupaker. | think the industry press has commented a num 
ber of times on this fact in this fashion: that if the companies wert 
to come in and take advantage of the Capehart amendment, or were 
to have done so over the last few months, it would have meant 
different allowable increase for each company. So you would have 
had difference in prices in the steel industry imposed by the Capehar' 
amendment’s limitation. The industry’s advisory committee— 

Senator Benton. The amendment opened the way for competitio 
which the industry did not choose to follow. 

Mr. Brusaker. Your comment, Senator. The industry’s adv 
sory committee for steel, for OPS, did, however, suggest to OPS that 
they felt it would not be wise in the industry to have an individual 
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company by company application of Capehart, and asked OPS if they 

could work out some kind of an arrangement so that Capehart could 
be applied on an industry-wide basis, if it was to be applied. So 
that there would be an average application open to all the c ompanies, 

As the matter was handled in the permission which was given just 
this last week, it was permitted that there be a uniform increase in 
the industry, a percentage increase—2.6 percent. 

Senator Benron. That is a very illuminating statement, one of 
the most illuminating of the day. I am glad we kept you until the 
making of }j 

Senator Roperrson. Mr. Chairman, I have something to put in the 
record. 

Senator Ives. I have a question, also. 

The Cuatrman. All right. 

Senator Roserrson. 1 want to read from the panel report of the 
Wage Stabilization Board in the case of United Steel Worke rs of 
America, CIO, and various steel and iron-ore companies. It is page 
6 and headed “Productivity” 

The union is not requesting an annual dogmatic improvement factor of the 
kind now prevalent in the automobile industry. It argues that application of 
the productivity increase alleged to be 4 percent by the union and steel on a 
2-year basis would justify an increase of 144% cents. The union contends that 
such application is justified since the Wage Stabilization Board has permitted 
continued operation of annual improvement-factor clauses and has indicated 
ts intention of adopting a policy on new arrangements of this kind. 

At the bottom of the page it says that the steel companies deny 
that rate of increase ) and claim that the comparable figure for the 
basic steel industry is 1.06, the union’s claim in the Wage Stabiliza- 
tion Board of 4 percent on productivity, on which they ask 1414 cents 
wage increase, and the steel company’s claim that the productivity in- 
crease Was 1.06, and they did not say how much increase that would 
justify, but it is about one-half of what the other is. Those are fig- 
ires of the Wage Stabilization Board that I just read. 

Mr. Mitier. Those are the company’s figures, not the Wage Stabili 
zation Board. 

Senator Roperrson. I Say those are the figures that the Wage La 

lization Board reported as being the contentions first of the steel 
unions. ‘The steel companies were all wrong, missed it by 100 percent, 
ind the union was all wrong. The Wage Stabilization Board said 
on the basis of the union figures the wage increase would be 1514 
percent. I have not gotten around to where they got 30 percent. 
hat is what I hap ypened to see right now. 

Mr. Bropaker. One word of comment. The company’s statement 

hich is reported there should be labeled the statement by U nited 

Steel Co. as to its estimate of the increase in productivi ty. 
There were two presentations made before the steel — on this 
question of productivity by the indus fon | One was made | \ the econ- 
omists for the industry, speaki ing for the whole industry, one was 


made by Mr. Conrad Cooper, speaking for United States Steel Corp. 


The only one which is cited there is the one from United States 
Steel C Orp., because it hap pened to be the lowest fig ure and most 
favorable to the company’s case. The industry’s own economist in 


the case said that the long-term increase in productivity would be be- 
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tween 214 and 3 percent per year. Our statement of 4 percent was 
a measure using a BLS index for the last 3 years. I stated before t\i 
panel, and it could just as well have been in the report, that so far as 
I was concerned the more reasonably long-term increase in produ 
tivity in the industry was 3 percent. 

So we were awfully close together at the panel hearings in terms 0 
a long-term trend. We said 3 percent, the industry spokesman Sit 
21, to 5 percent. 

Senator Roperrson. I have two more questions to ask you. One 
suppose a company has to increase its investment equipment 30, 40, 
50 percent. in order to increase productivity. Do you then mer 
measure What profits it is entitled to by the rate of productivity 
do you give them allowance for the increased investment in capita 

Mr. Brunaxer. The excess-profits tax law does give them an alloy 
ance for increased capital investment. which in a sense measure 
part the amount of their profit which they are entitled to keep. I a 
not quite sure that I understand the full implications of your qu 
tion. 

Senator Roperrson. I have inferred from your comments upon ho 
much the workers’ productivity has increased, and how much pric 
has increased, that. those are the only two factors that you are co 
sidering: Productivity and prices. 

I am asking you if in steel, as I know is the case in coal when you 
mechanize and you double and treble the daily output of a mine, 
have to take into consideration invested capital, like Pittsburgh C 
solidated, for instance, which has the largest invested capital of 
coal mine in the world, if you are going to give a fair price that 
be a return in percentage on invested capital. 

Mr. Brupsaker. I have no quarrel with you on that, Senator. 
think you may not have heard all of our statement as to why 
thought we were entitled to wage increases. It was not just produ 
tivity or prices. We argued an awful lot of things, including cost-o! 
living increases, including comparisons of wage increases in ‘other i 
dustries, and so on. But we have not asked on the productivity par’ 
of the argument which we used, we did not ask the industry to giv: 
us the full fruits of the productivity increase which occurred. 

We know, obviously, that there are many things which contribut: 
increased productivity: Better machinery, better equipment, bette: 


methods, better management, better work on the part of the employees. 


A lot of things. Better lay-out of the plant. All of those can co 
tribute to increased productivity. So we asked merely that we rec: 
a proportionate share of that increase in productivity if it could | 
measured. We said if it goes up 4 percent, we would like a 4-percent 
increase in wages. 

That would still leave, however, since productivity has gone 
4 percent, you would have a 4-percent increase in total output so ¢! 
you could absorb out of that a 4-percent increase in_your mate! 
cost, you could have a 4-percent increase in your profit, in your di 
dends, in everything else. 

Senator Dove as. In other words, the proportion would 
same. 

Mr. Brusaxker. That is right. We ask merely to hold our own | 
portion. 
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Senator Rorerrson. Let us take up that matter of the proportions. 
In the fall of 1950 you got a 1514-cent-an-hour increase. 

Mr. Brupaker. Sixteen. 

Mr. Mitier. Mr. Wilson was in error. It was 16 cents. 

Senator Roperrson. Do you claim now that you, at this time, be- 
cause of the Korean war and increased costs of living resulting there- 
from, are entitled to more increase than the cost of living, and if s 
why? 

The Cuatrrman. He testified on that this morning for an hour. 

Senator Ropertson. If you put all that in the record this morn- 


The C HAIRMAN. When you left for your committee. 

Senator Ronerrson. You do claim more than the cost of living? 

Mr. Brupaker. No; we do not. The cost of living, as I said this 
morning, has gone up enough since our last contract was negotiated 
to entitle us to a wage increase of 16 cents per hour. We ask for a 
general increase of 15 cents. We ask for certain other things, but in 
terms of wages, we were asking only for a 15-cent direct wage increase 
plus 34% cents for adjustment of increments. 

Senator Roserrson. If it is coming out of the same poc a how do 
you distinguish between a dollar that is paid in wages and a dollar 
that is paid to you and called something ay - wages? If 
comes out of the pocket and is paid to you in dollars, the same 
pocket. 

Senator Benron. He testified at length on that, too, Mr. Chairman. 

Senator Roperrson. That is a very simple thing. He does not have 
to testify at length on it. 

Mr. Brupaker. What is the question, Senator ! 

Senator Roserrson. I want to distinguish between the dollars that 
they have to pay out that go into cost of production as to whatever 
you call it, hourly wages, or pensions, or paid vacations, or what not, 
are you not getting more? Why do you call part of it wages and part 
of it something else if it all comes out of the same pocket and paid 
nthe same kind of dollars ? 

Mr. Wilson said this package would cost the steel company, in dol- 
lars, 30 cents an hour. 

Mr. Brupsaxer. I think he was somewhat mistaken. I hope that I 

n disagree with him as to the accuracy of his figures. He took the 
“mma ’s figures wholesale. I have told you a lot of the things that 
were wrong withthem. The difference between the 26-cent and 30-cent 
company figure is even more open to question than the question I 
raised with reference to their Sunday overtime cost figures this 
morning. 

| do not quarrel with you that they are not all costs to the company. 
Of course they are all costs to the company. Many of them do not, 
however, result in higher wages for many of our people. We have a 
lot of our people, for instance, who do not work on the second or third 
shift. Those people do not get any increase in the shift premium even 
though the shift premium is written into this package as costing 
!.2 cents per hour. Those people we said are entitled to at least hold 
heir own cost-of-living-wise. 

The cost of living went up for them just as much as it did for the 
other people. They ought to get a cost-of-living increase. 
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Senator Ronerrson. If you eet the package, whether it be 26 cents 
as you claim or 30 cents as Mr. Wilson claims, what industry will be 
drawing more in total dollar " henaiita than the steel industry ? 

Mr. Brupaxer. There are quite a number of industries that will be 
drawing more in hourly rates, more in—— 

Senator Ronerrson. I mean some other industry. 

Mr. Mititer. Do you mean the automobile industry, sir ? 

Mr. Brusaker. | would be glad to have you look at this [indicating 
I would suggest, to save time, since you have people waiting—— 

Senator Roserrson. I do not want you to repeat testimony that you 
have given this morning. If you have given testimony showing that 
you will not be the highest one in the whole outfit, then you need 1 
repeat it. If you have not given that testimony, I would like to ha e 
some information on it. 

Mr. Brunaker. Just looking at some of the most recent figures fron 
the Bureau of Labor Statistics, the last issue of Hours and Earning: 
in manufacturing and mining industries and a few others in the United 
States, I could run down quite a list for you. Here is lead and zin 
mining, presently receiving a higher hourly rate than steel. And 
anthracite coal mining, imeonan coal mining, crude petroleum, and 
natural gas produc tion, contract construction—— 

Senator Roperrson. Just a second. I mean after you get this 26 
or 50 cents, 

Mr. Brubaker. That isright. Ican gothrough a long list. [have 
looked through this myself. There must be 40 or 50, 

Senator Roserrson. Can you tell us that after you get this ne 
package, if you get it, the coal miners will be getting more than you! 

Mr. Brunaker. Yes, sir; that is right. 

Senator Ronerrson. That is all. 

The Cuaimman. Thank you. The committee will go into executi\ 
session, 

Senator Scnorrrer. Before we close the record, Mr. Chairman, | 
have one observation. I have not indulged myself too much on the 
record. I have been interested in this catch-up of wages on the part 
of the steelworkers and all the rest of them. I notice oil has gone out 
the oil workers. That is a catch-up proposition. What is going t ti 
happen to the great agricultural labor and the folks in the agricultural! 
industry who pretty definitely are shown to be the poorest-paid people 

I wonder how they are going to catch up and what would happen. 
if they sit down, to the kids in Korea. 

Senator Rowerrson. I can tell you what will happen if they eve 
do catch up. We will sing a new version of the 1918 song: “Since 
bacon has been selling at $1 a pound, they have been eating Jack rabbits 
and hopping around.” 

The Cuairman. Thank you, Mr. Harris and gentlemen. You wil 
be excused and the committee will go into executive session. 

The committee has before it a motion by Senator Moody to have 
open hearings of a panel nature. What is the wish of the committee! 

Senator Bricker. I made a motion to lay that on the table until 
after we heard the industry representatives. 

Senator Roperrson. Mr. Chairman, I have been in Congress 1! 
years. I had read the Congressional Record for years before that 
hecause I hoped to get here. There has been no precedent in all of 
that period of 35 years of observation of congressional work in whic 
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any committee has publicly confessed its inability to examine wit- 
nesses and get the essential facts on the bill and has to depend on a 
joint debate, for one witness to challenge the other witness and ask 
him questions and back and forth. 

I would feel like a nitwit if that went on, if we admitted we could 
not examine the steel witnesses, the Government witnesses, and the 
labor witnesses, and get the essential facts. 

As a matter of fact we are not settling the steel issue, if that is 
what anybody thinks. That is just a fringe. We are so disturbed over 
this that most of us are not willing to go forward with a general De- 
fense Production Act unless we know what is going to be done. 

We are not settling the steel issue. To me it will put us in the most 
absurd light before the publie if we should say, *We just do not know 
enough about this after examining witnesses so we are going to have 

a panel and let them come in here and argue with each other and 
Salleuee what each other said, have a joint debate.” 

Senator Dirksen. The motion to table is not debatable. 

Senator Bricker. I withdraw that. 

Senator Moopy. I would like to comment on what Senator Robe 
son said. I did not have any intention that the three representatives 
would debate with each other. My intention was—— 

The Crairman. There has been nothing but confusion in this. 
Judge Pine has handéd down his decision. I have not yet read the 
decision in detail. I do not believe it would be a wise thing to start 
all this controversy again now. 

Senator Moopy. Mr. Chairman, I would like to make this point if 
I may: There have been certain ex parte statements made. I do not 
doubt that the committee will need to an: alyze the statements. There 
are certain statements of fact that have been made categorically by 
all concerned. I think that if the three people were here together 
we could question them, members of the committee could question 
them, not that they would question each other, and we could bring 
the facts out. 

The Cuatrman. I would not ask this committee to go by what the 
Government said, because that is not what this Government should do. 

Senator Moovy. I did not hear you. 

The CuarrmMan. I said I would not ask this committee to bow to the 
Government position, because it is our business to do what we feel 
right. 

Senator Moopy. I would like to bring the facts out. I think Gover- 

or Arnall could give us the facts. 

The Cuairnman. That is right. We could have him here. If they 
donot want to come they will have to come, and we would have nothing 
but confusion. 

Senator Ropertson. Mr. Chairman, I would like to make this obser- 
vation. If we cannot take this testimony and analyze it and decide 
what we think is the proper status of these disputed facts, we can 
just forget about the executive hearings and have an open hearing, 
first the Government witnesses, then the steel witnesses, then the labor 
Withesses, or vice versa, and they can all hear each other, but they 
will testify as in normal hearings, in an open committee hearing, if 
that is what we want. 
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We decided we were not going to try to settle the steel issue. \Ve 
thought there might be some little confidential facts from the Gover). 
ment witnesses if we got them here in executive session. 

Senator Carenart. Vote. 

Senator Ives. Vote. 

Senator Doueias. As I see it, these hearings fulfill two purpose- 
First, to inform the committee, and second to inform the public. 

That is the value of the public hearing. In the absence of pul 
hearing what tends to happen is that the crowd that has the most 
money can place the most advertisements, hire the best press age1)'s 
and so forth, to get out its version of facts. 

The Cuarrman. There would be public hearings, too. 

Senator Doveras. I do not know if we could run a three-ring cir 
here. But if we could, with a series of selected questions which thie) 
would all have to answer, that is, a common list of questions to wh 
they each would be made to reply, I think it would be very valuab|, 

The Cuatrman. As far as publicity is concerned, these transcri) 
are made available to the press. All magazine and radio people ¢ 
them, every newspaper, and the wire services. 

Senator Moopy. This is not just the same thing. 

Senator Rosertrson. I would not object to these hearings running 
until June 30. 

Senator SpaRKMAN. I think Senator Douglas threw out a very good 
suggestion. First of all let me say the last year and then this year 
we had a round-table discussion on the question of housing and home 
financing and so on and so forth which proved very helpful. I realize 
that there is an element of difficulty here because of the tension. [i 
seems to me that if we could bring in a limited number from each 
group, seat them at separate tables, and let the staff prepare a set of 
questions that would be propounded to all of them and let them make 
orderly, diginfied statements, answering those questions in public, it 
might serve a useful purpose. 

Senator Ives. What happens when they get into a conflict in thei 
answers ? 

The Cramman. Are these 13 Senators going to sit around and |e 
the staff ask the questions? I say that with respect to every membe: 
of the staff. 

Senator SparKMAN. When they get in conflict the chairman ¢: 
ask each table what they think of it and dismiss it. 

Senator Fursrienr. Why would it not serve that purpose if 
prepared these questions, submitted them to them and got their ai 
sWers in writing / 

Senator Sparkman. That might be all right. Certainly they ought 
to be asked to answer these common questions in the presence of eac! 
other with the press and the radio picking it up. 

Senator Moopy. That is absolutely right. I see no reason why we 
should be behind closed doors in the first place. 

Senator Ives. Vote. E 

Senator Carprnarr. Vote. 

The Cuairman. Those in favor of the motion signify by saying 
aye. 

Senator Doveras. What is the motion ? 

The CHamrMan. The motion by Senator Moody is to have open hea: 
ings commencing tomorrow. 
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Senator SPARKMAN. I would support an amendment to defer it 2 
or 3 days, to make it the first of next week. 

Che CuarrmMan, Then why not have a vote / 

Senator Futsricutr. May I amend that motion—— 

Senator Moopy. 1 will accept the amendment. 

Senator Futpricut. I suggest we defer voting finally until the 
staff has had a chance to analyze this material, see where the con- 
flicts are, What they are, and see if we can pin point it, and then decide 


t f we want such a hearing. 
S The CuarrmMan. The motion as amended by Senator Fulbright is 
that after—— 


Senator Roperrson. We do not vote on Senator's Moody's motion 
ntil after that. We just vote now on the staff investigation / 
The CHarrMan. Yes. 

Senator Moopy. What is it / 

Senator SparKMAN. Let the staff analyze the differences. 

The Cuatrman. And then take it up. 

Senator Moopy. When? 

The Cuatrman. I do not know. It will take a week at least, I 
magne. 

Senator Doventas. Would you accept that, that the staff do that 
within 2 days? 

Senator Moopy. If the staff cannot do that in 2 days there is some- 
thing wrong with the staff. 

The Cuairman. The staff could not even read the testimony and 
analyze it in 2 days, much less prepare the questions. 

Senator Ropertson. The staff should have all the time they want. 

The CuHamman. They cannot do a thorough job in 2 days. This 
has been going on for days and days. 

Senator Moopy. It is a very good suggestion, Mr. Chairman, but 
| think in the first place these hearings should not have been in 
executive session. There is no reason why we should close these hear- 
ings Without having a public session. I think Senator Sparkman’s 
suggestion and Senator Fulbright’s and Senator Douglas’ are all 
good, . 

The CHarrman. We are not closing the hearing. We are recessing 

e hearing until after the staff has completed its work. We are hav- 
ng hearings next week on housing, and the week after that we have 
agreed to write up the control bill. We will be here every day. 

Senator Dovetas. Could we not agree that after the staff has 
inalyzed the material and prepared a common list of questions that 
ve have open hearings in which all three parties be present ? 

Senator Moopy. Let us vote on that today, that the staff prepare 
the questions with the approval of the chairman of the c¢ ommittee. 

rhe Cuatrman. And when are you going to have the hearings 

Senator Moopy. Friday of this week. 

The Cuamman. That is ridiculous. We have so much to do. We 

innot have it. 

Senator Mocpy. There is no reason why we cannot do it tomorrow. 

Senator Bricker. 1 move we lay the motion of the Senator from 
Michigan on the table. 

Senator CAPEHART. The motion has been made to lay it on the table. 

The Caamman. All in favor of the motion by Senator Bricker, 

se your hands ? 
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Opposed ? The ¢ 
The CHARMAN. It is 7 to 5. Senat 
Senator Frear. I did not vote, Mr. Chairman. It is 7 to 5 for. think se 
Senator Moopy. Mr. Chairman, I would like a roll call on the; show WI] 
The Caamman,. Call the roll on having open hearings. on the h 
Senator Doveras. Is that a motion to table ? Senat 
Senator Ives. This is a motion to table. of disag 
The Cramman. This is on motion by Senator Bricker to table Senat 
Senator Moody's motion. Will you call the roll? F suggest 
The CierK. Senator Fulbright 7 My on 
Senator Fuiprienr. Ave. PF measure 
The CLerK. Senator Robertson ? The ¢ 
Senator Ropertson. Aye. Sena 
The Crierk. Senator Sparkman ¢ bring b 
Senator SPARKMAN. No. ree a 
The CrerK. Senator Frear? Mayba 
(No response. ) It w: 
The CLerk. Senator Douglas? easier 1 
Senator Dovanas. No. banks 1 
The Currk. Senator Benton ? The 
Senator Benton. No. Sena 
The CrerkK. Senator Moody ? compel 
Senator Moopy. No. , senting 
The CLerk. Senator Capehart ? little b 
Senator Carenarr. Aye. on inst 
The CLerk. Senator Bricker ? pF hot qu 
Senator Bricker. Ave. F capital 
The CLerk. Senator Ives? Sucl 
Senator Ives. No. Sel: 
The CLerk. Senator Schoeppel ? \ssoc1 
Senator ScuorpreL. Aye. Sen: 
The CLterk. Senator Dirksen ? might 
Senator Dirksen. Aye. Poa Littl 
The CLrerk. The Chairman ? F leave 
The Catan. Aye. Sen 
The vote is 7 to 5 in favor of the motion. p ofag 
Senator Carenarr. Now we are all on the record and TI hope every The 
body is happy. that. 
The CnamrMan. It may be necessary eventually for us to have open sen 
hearings, but let us do it right. The first thing we have to do is to The 
extend the control law. We have to get to wor k on that or there will Ser 
be no law. Another thing this committee had better remember is Sel 
that next week we have to consider FNMA, plus some other housing Sel 
legislation. I do not see how we can have open hearings and conside1 \ lool 
a big housing bill and control bill all in 2 weeks. Ase 
Senator Carrnarr. We had better spend time writing up this bil! he 4! 
Senator Ives. Mr. Chairman, I have not said anything at all about ser 
this particular question because I can see both sides of it very clear! sel 
The Cratreman. I can see both sides also. os 
Senator Ives. Senator Douglas and ITI are both members of the Co rh 
mittee on Labor and Public Welfare. They have seen fit to go ahead SEI 


and I think properly, to have hearings on this matter, and they hav | = 
called in all these people representing these various elements avtlved 
in this question. They have had public hearings. As a result th 
public is immensely confused. All of these conflicts have come out 


{ry ti 
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The Cuatrman. There will be worse confusion here. 

Senator Ives. Wait a minute. None of them has been reconciled. I 
think somewhere before we are through we have to point this up and 
show where the conflicts are. I think Senator Fulbright hit it right 
on the head when he talked of these questions. 

Senator Futsricut. If we can bring it down to see where the basis 
of disagreement is, I do not think that I would have an objection to it. 

Senator Moopy. I would like to put in the form of a motion the 
suggestion of Senator Fulbright that the questions be prepared. 
My only objection to it is that since we are going into other 
neasures 

The CHatrMan. Without objection it will be done. 

Senator Ronerrson. Before the steel people come in I would like to 
bring before the committee a minor bill on which I think we can all 
iwree and get on the calendar. That is S. 2938, introduced by Senator 
Mavbank on March 28, 

It was proposed by the Federal Reserve Board to make it a little 
easier for a State bank to join the System. We all like to see State 
anks in the System. 

The Cuarrman. And the Federal Reserve Board. 

Senator Ronerrson. In the Federal Reserve System. It does not 
compel any bank to come in. I h: ave seela good Many people re pre- 
senting banks who would like to get in if we relax the’ requirements a 

little bit. Under this bill, FDTC has to certify that they are all sound 
on insurance. It will relax the standards moderately to get them in, 
ot quite as much capital is required, but they have to have as much 
capital as would be required for a national bank in that given locality. 

Such a minor change will help the banks. 

Senator Bricker. Do you have any recommendation from the 
\ssociation of Supervisors of State Banks? 

Senator Ronertson. I do not know whether we have or not. They 
might not be too anxious. They do not have to come in. It makes it 
i little easier for them to get in. They do not want to see State banks 
leave their organizations. 

Senator Dirksen. It m: iv require a revision of the capital structure 
of a good many banks in small country towns. 

The Cuamman. They would do that, but they would want to do 
that. It would make them stronger. 

Senator Dir«sen. That would be stronger, too. 

The Caran. It is purely voluntary. 

Senator Dirksen. Have there been hearings on this bill? 

Senator Roserrson. No hearings. 

Senator Dirksen. I think it ought to be deferred until we can take 
i look at it. 

Senator Roperrson. I will ask the clerk then to refer the bill 
he Association of Supervisors of State Banks. 

Senator Bricker. I wish you would do that. 

enator Roperrson. And vet their report. If they do not show 
hy objection to it I think we can report it out without hearings. 

The Cuamman. Nobo «dy has vet asked to be heard. I can say that. 

Senator Ropertson. Nobody has asked to be heard. A lot of them 
isked us to act on it, banks that want to come into the system. 

Phe CHarman. We will ask the re presentatives of the steel indus- 
{ry to come in. so We may proceed with the heari Ing, 
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Admiral Moreel and Mr. Stephens, the committee regrets the delay, 
keeping you waiting as long as we have. As you know, we have bev) 
very busy since 10:15 this morning. 

[ have been asked as chairman to suggest that if we ran until 5:30 
might recess. As IT understand, your statement would take quite awh 

Mr. Moreexi. About 45 minutes, Mr. Chairman. 

The CuarrMan. Would it be convenient to meet with us again 
10 or 10:30 a. m. tomorrow ¢ 

Mr. Srernens. Yes, Senator, whatever your pleasure is. 

The Cuamman. You can see what we are up against. 

Mr. Sreruens. We are coooperating. We are dropping one of o 
appearances. Mr. Morse will not appear, if that is agreeable to y 
I can, if you are pressed for time, tomorrow morning I can try 
brief the first part of my statement at least. 

The Cuairman. That will be appreciated by the committee. So 
without objection we will proceed. Mr. Moreell, I think you are the 
first witness. Have you copies of your statement ¢ 

Mr. Morretz. Yes, sir. Copies have been distributed. 

The CHarrmMan. We will recess at 5:30 and meet again at 10:30 
tomorrow morning. 


STATEMENT OF BEN MOREELL, CHAIRMAN OF THE BOARD OF 
DIRECTORS, JONES & LAUGHLIN STEEL CORP., ACCOMPANIED BY 
W. R. ELLIOTT, VICE PRESIDENT; HARVEY HAUGHTON, ASSIST- 
ANT TO THE PRESIDENT; JOHN PAULUS, DIRECTOR OF PUBLIC 
RELATIONS; AND KARL BRUNT, DIRECTOR OF TRAINING 


Mr. Morrett, Mr. Chairman, members of the committee, my nanie 
is Ben Moreell. 1 am chairman of the board of directors of Jones & 
Laughlin Steel Corp. 

I am here today to discuss steel prices, profits, and dividends. 1} 
fore I go into these matters I would like to state my position to yo 
gentlemen on wage, price, and production controls. 

I believe it is pertinent to invite your attention to the fact that the 
power which now rests with the President of the United States to tel! 
the steel industry what it can make, when it can make it, where it can 
sell it, and how much it can charge for it was given to him by tl 
Congress. In fact, in connection with the original draft of the De 
fense Production Act, the President stated that he did not want co: 
trols. Now, however, the President is pressing for the extension | 
controls and for the removal of all limitations such as the Capehav' 
amendment. He also claims the authority to seize our property and 
to tell us what we shall pay our employees. 

I have opposed controls consistently. Any interference with a { 
market economy is ultimately destructive of productivity and progress 
Any concentration of absolute power soon tends to corrupt. © 
current experience and all history prove this. The usurpation of the 
power of seizure and the operation of the seized properties by | 
Government are the direct result of the exercise of the other cont 

Much has been said recently about the enormous, fantastic, trenie: 
dous profits of the steel industry. I hope to set the record straig 
now. I willshow you what Jones & Laughlin’s profits and dividend: 
have been, and what we estimate our profits will be for the rest of | 
year. I will show you, too, that by any standard of comparison wit! 
other industries the profits of J. & L. and of the steel industry rank 
very low indeed. Then, too, 1 will show you what the financial imp 
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of the post-Korean expansion means to J. & L. and why the profits 
we are now making should not be reduced. 

First, let us take a look at table 1. This shows what our net income 
has been from 1939 up to the end of the first quarter of 1952. We have 
«lso shown three measures of that income: (1) percent of shareholders’ 
investment, (2) percent of sales, (3) per net ton of shipments of fin- 
ished steel products. The first two measures are quite commonly used. 
We have included the third column, not because it is a good measure, 
but because it has been subjected recently to so much misinterpretation. 
Our profits include not only the profits from making, rolling, and 
finishing our tonnage of steel mill products in our three steel plants, 
they also include the return from our investments in our raw materials 
operations, our warehouses, our fabricating business, our oil well 
supply stores, our transportation facilities, and other smaller opera- 
tions, none of which is directly a part of our basic steel making, rolling, 
and finishing operation. They are important parts of our total busi- 
ness, but to “add their profits to those of our three steel plants and 
express the answer in terms of tons of steel shipped is grossly mis- 
leading. As I said before, we only show the figures since they 
to have become very popular since April 8, 1952. 

Senator Dovenas. May | ask a clarifying question ? 

Mr. Moreew. Yes, sir. 

Senator Doveias. These figures of profits are profits after taxes? 

Mr. Morernn. Yes, sir. 

Senator Dove.as. They are profits after taxes, not before taxes? 

Mr. Morerexu. Yes, sir. 


seem 


TABLE 1—Jones & Laughlin Steel Corp. and subsidiary companies, net income, 
years 1939-51 and first quarter, 1952 


| Percent of Per ton of steel products 
share- | Percent of shipped 

holders’ in-| sales (arsine salt 

vestment | 


Amount 


Actual Adjusted ! 


$3, 290, 000 | 2. 04 | 2. § $1. 92 $1. 92 

10, 581, 000 3. 42 i. § 4. 56 52 

12, 731, 000 | 35 | 5. &$ 16 3.93 

11, 240, 000 5. 40 ‘ 3. 50 2.98 

, 953, 000 5. 62 48 

, 991, 000 . 53 2.00 

8, 501, 000 26 7 2. 06 

, 115, 000 5. 50 4.5 3 2.77 

20, 142, 000 9. 76 5. 75 3. 60 

920, 000 42 3 ( 5.15 

248, 000 86 5. 7.3 . 27 

39, 744, 000 5.05 15 ; 5. 98 

Se | 30, 998, 000 15 5 15 

2 (first quarter) | , 711, 000 5. 41 2. 56 
Average for period___. | 17, 307, 000 7. 88 


3. 52 
| 


' Adjusted for devaluation of dollar as measured by BLS Consumers Price Index (1939=100). 


Mr. Moreetx. You will notice from the table that for the 1314-year 
period, J. & L.’s annual net income averaged $17 million. This was 
5 percent of shareholders’ investment and 5 percent of sales—hardly 
shocking result. 

The return on shareholders’ investment, particularly in the steel 

uisiness, becomes ~~ hecenatntesh in periods of sharp inflation such 

96315—52 
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as we have experienced since 1945. The profits are expressed in cur 
rent dollars and are compared with investments which largely repre- 
sent dollars of a much higher value. For example, in 1951 our return 
on investment was 10.15 percent. If we translate our property valua- 
tion into terms of current dollars we would get a far different answer. 
Taken at $300 an ingot-ton of capacity and depreciated at the same 
proportion as our property investment is actually depreciated, the 
stated value of our plant and equipment would be increased by $540 
million. On this basis the return would be 1.77 percent as shown 
below. 


Ingot capacity, Jan. 1, 1951 (net tons) . 4, 847, 000 





Replacement value at $300 a ton__----______________ Seu caae . $1, 454, 100, 000 

Depreciated replacement value, 54.4 percent.__._.____________ $791, 030, 400 

Depreciated value, per books, Jan. 1, 1951__-.._.__-__________ ; 251, 5382, 000 
Amount of understatement of value of plant, properties, 

and equipment__- Ue AN dat sh tales Sect le e t  Sen acne dt echoes hota 539, 498, 400 

Shareholders’ investment, Jan. 1, 1951, per books_____________ 305, 465, 000 

As increased to reflect current value of properties__.___ 844, 963, 400 


Net income, year 1951, adjusted to reflect replacement deprecia- 


tion Sciteaiatteitiatmdiimaia  sinioatitledentndeel +14, 977, 000 
Adjusted return on investment (percent) .--...._-__________ a. 77 


1 See the following table : 


Income, before depreciation, depletion, amortization, and Federal 
DN CIR cttsendc $111, 032, 000 


Depreciation and depletion at 1951 rate of 4.8 percent and excluding 
any amortization____~_ ‘ baie . 

Amount subject to income tax. ____-__ 
Federal income tax at 1951 rate 





jrabebceasenay Svein ae 2 nae E 14. 977. 000 


Adjusted net profit___- 


Senator Doveras. Would you be willing to submit for the record 
comparable figures before taxes ? 

Mr. Moree. Yes, sir. 

(The information referred to follows :) 


Jones & Laughlin Steel Corp. and subsidiary companics—Income before Federal 
tares on income, years 1939-51 and first quarter, 1952 


Percent of Per ton ee t 
share Percent of S 
Amount holders’ in- sales 


venient Actual Adjusted 


1939.__.- 


a el a 7 $3, 853, 000 2. 38 3.39 $2. 25 $2 
BN cin cn ctisteata Bnatibinekacmabe-. . 13, 737, 000 &. 34 8. 96 5. 92 5. 87 
ii aoe egdec entices ¢ eaiben : 27, 018, 000 15. 60 12. 51 8. 83 R34 
1942 inaction Z 24, 907, 000 19. 87 14. 86 10. 87 9, 27 
1943 : | 29, 603. 000 15. 18 10. 55 8.32 6, 8 
1944 12, 201. 000 6.15 4. 21 3.44 2 
1945 5, 334, 000 2. 67 1. 87 1. 67 1.29 
1946 15, 815, 000 7. 83 6.42 5. 48 2 
1947 31, 624, 000 15.32 9.038 9. 07 5. 
1948 _ _ 51, 870, 000 22. 73 11. 63 14. 04 ‘ 
1949_ 35. 398, 000 14.09 9.17 11. #4 6§. 80 
1950_. 73, 594, 000 27. 87 15.10 19. 15 11.09 
1951. - 85, 337, 000 27. 94 | 15. 12 21.33 11.4 
First quarter 1952 12, 730, 000 14. 63 9. 20 13. 11 6.04 
Averaze for period 33, 657, 000 15.33 10. 23 10. 37 | 6 





3 Adjusted for devaluation of dollar as measured by BLS Consumers Price Index (1939=100). 
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Senator Dove.as. In this connection, a report was made by the 
Joint Committee on the Economic Report, issued in 1950, basic data 
relating to steel prices, and on page 19 profits of various companies 
before taxes were listed, including Jones & Laughlin, and steel com- 
panies in column 4. Would you have your men look that over and 
see whether that column is correct ? 

Mr. Moree. Yes, sir. 

(The following was received in response to the above :) 

We have attempted to verify the figures given. While we cannot check the 
results exactly, I will say that they are substantially correct. 

Mr. Morretxi. | am sure that you have also noticed one other thing 
about our earnings. The years 1947 to date have all been above the 
average. And rather obv iously this is the reason for most of the out- 
cries that steel company profits are too high. 

Mr. Morgeti. Yes, sir. I am sure that you have also noticed one 
other thing about our earnings. The years 1947 to date have all been 
above the average. And rather obviously this is the reason for most 
of the outeries that steel company profits are too high. 

It seems to be the belief of some people that our earnings should be 
governed by earnings in the decade of the thirties when our operating 
rate averaged 46 percent, and when each dollar of income went so 
much further than it does today. Increases in the cost of living are 
important for a business, too. 

Steel is a large industry. It deals in large tonnages and large num- 
bers of dollars. But the number of dollars means nothing unless it 
is related to the industry’s needs for replacement of equipment and to 
the need for new investors’ funds for expansion. 

It is generally true that the companies which fabricate our steel into 
consumer products make a far better return than we do. The only 
fair way to judge the steel industry’s earnings is to compare them 
with earnings of other manufacturing industries with whom steel 
must compete for the investor’s dollar. 

When we do this we neem that the steel industry has made a very poor 
showing. Each year the National City Bank of New York publishes 
a table showing the relative net incomes of the 45 principal manu- 
facturing industries expressed as percentages of net worth. 
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Mr. Moreetu. In the 17 years from 1935 to 1951, inclusive, the facili 
highest position ever achieved by the steel industry was twenty-fourth capit 
place. But in 11 of those 17 years steel was in fortieth place, or below, Se 
During the war years (1942 to 1945, inclusive), when steel and prac- quest 
tic ally” all other industries were under price controls, steel ranked Mi 
forty-fifth, forty-third, forty-fourth, and forty-fourth—almost at t! Se 
bottom of the list. . inclu 
Steel, by reason of its large capital investment in producing plant M 
and equipment, is at more of a disadvantage from the devaluation of Se 
the dollar than are most of the other industries with which it is debt 
compared. M 
In 1951, after the industry had spent $314 billion on new esate 
and equipme nt in the postwar period, and as a result of some modes 
price increases, the industry was in twenty-fourth place. But its 
earnings were still well below the average of the 45 industries and 
well below many which have a more direct effect on the cost of living 
such, for example, as household and electrical equipment, automo 
biles, building, heating and plumbing equipment, drugs, soap, and 
petroleum products. 
I will admit that the industry’s earnings in 1951 look large in con 
parison with 1945. But that does not prove tha they are excessiy: 
or even adequate. A person on starvation rations is not overfed if 
he gets a small slice of pie. 
I also want to point out how the investing public values the proper ‘6 
ties of the eight largest steel companies in terms of annual ingot se sa 
capacity. —— 


Jones 


TABLE 3.—Market value of ingot capacity, 8 largest steel companies 


Market 
Market value of comr 
Common stock of common Ingot capacity | plus debt and 
Company market price | plus debt and | net tons preferred st 
at Dec. 31, 1951 preferred stock | Jan. 1, 1952 }! at par per 
at par ton of i 
Bos capacity mo} 


| 

eee P par 
U. S. Steel $3974 $1, 456, 288, 000 | 34, 642, 600 S10} 
Bethlehem : : 1 807, 225, 000 | 16, 800, 000 i 
Republic ae 415, 601, 000 | 9, 490, 000 13.7 tha 
Jones & Laughlin----- . 24} 294, 076, 000 | 5, 499, 000 8 

National at 429, 935, 000 

Arn 1c0 383 259, 165, 000 

Yo wn... seleiias 50% 220, 757, 000 


5, 100, 000 1. 30 pri 
4, 525, 000 F . 
4. 370, 000 den 


In ~ in ~¥. sineenidailin 5034 315, 890, 00 3, 750, 000 4.24 ; son 


| 4, 198, 937, 000 | 84, 176, 6 
Working capital, Dec, 31, 1951 . 1, 624, 661, 000 


Total, excluding working capital e 2, 574, 276, 000 


Mr. Morrett. Table 3 shows that the market value of their commo! 
stock at December 31, 1951, prices, plus debt and preferred stock at 
par amounted to over $4,000,000,000. On January 1, 1952, ingot 
capacity of these companies was over 84,000,000 tens. 

In other words, the investors placed a value of about $50 a net t 
on annual ingot capacity with all its accompanying working capital u 
If working capital i is subtracted, the resulting market valuation of the 
physical plant is $30 per annual ingot ton ‘of capacity. At today’s 
prices, it would cost $300 a ton to build new the equivalent integrated 
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facilities. And this is allowing nothing for the necessary working 
capital. 

Senator Doueias. Admiral, I have just one other clarification 
question, if I may. 

Mr. Moreen. Yes, sir. 

Senator DouGias. Does this figure of $30 per annual ingot ton 
include the value of the bonds? 

Mr. Morreiy. No, sir, that is just the physical plant alone. 

Senator Doueias. Take the market value of common stock plus 
debt and preferred stock. Under debt do you include bonds? 

Mr. Moreen, It includes the debt and preferred stock. 

Senator Doue.ias. It includes bonds? 

Mr. Morretu. Yes, sir. 

Senator Doucuas. Total value of securities ? 

Mr. Moree... That is correct, yes, sir. I was wrong in that. 

It is also important to see how the investing public values the 
various steel stocks in relation to their asset value. 


Taste 4.—MVarket ralue versus asset value of common stocks—S8 largest steel 
compa nie X 


Common 
stock m 


price at 


S. Steel 


thlehem 


fepublic 
ws & Laughlin 
National 


i d 


rage 


Mr. Morretz. In table 4 we have shown the market value of com- 
mon stocks of the eight largest companies at December 31, 1951, com- 
pared with the asset value of those stocks at the same date. It is 
significant that the stocks of only two companies were selling for more 
than their asset value. For all eight companies the average selling 
price was only 68 percent of the asset value—hardly a vote of confi- 
dence. Obviously the investing public does not share the opinion of 
some that steel industry profits are or will be exorbitant. 

Senator Futpricut. Do you call asset value the book value‘ 

Mr. Morerty. Yes, sir; the book value of the stock. 

There is only one conclusion to be drawn from these facts. By any 
measure used, the income of the steel industry, even in periods of high 
business activity, is among the lowest in the manufacturing field. It 
is Ny Opinion that only if the earning power of the steel industry 
were to rise to the levels found in other manufacturing industries 
could its stocks be sold at reasonable prices. 

Steel is the basic industry in any national defense program. [If it 
is to be able to expand quickly to meet any emergency need, it must 
be kept in a sound financial position. For example, in 1940 the steel 
industry had just come through 10 years of little or no earnings. As 
a result, it was not in a good position to meet the large demands m: oe 
upon it in World War ‘II. During the war period to June 1945, 
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total of 15 million annual tons of additional ingot capacity was 
installed. 

However, almost half of this—6.9 million tons—was Government 
financed. Contrast this with the current expansion program no\ 
under way in which the steel industry is expanding by approximate] 
20 million annual tons. Practically none of this is Government 
financed. 

Senator Dovetas. How much of this is done under accelerate 
amortization through the granting of certificates of convenience anc 
necessity ¢ 

Mr. Moreetu. I do not have that figure for the industry, Senator. 
For Jones & Laughlin it is $150,000,000. 

Senator Dovetas. The total of $300 a ton that you are spending 
for 20,000,000 tons, if I am correct, would be $6 billion total new i: 
vestment. I am wondering what. proportion of that $6 billion o! 
new investment is going to be done under accelerated amortization. 

Mr. Morrett. The cost, Senator, will not be $300 an annual ton. 
That is for a new completely integrated plant. Very often, as Jones 
& Laughlin is doing in this program, we are rounding out existing 
facilities and expanding. 

Senator Dovetas. So it will be less than $6 billion ? 

Mr. Moreett. It will be. It will be between $214 or $3 billion. 

Senator Doveras. Two and a half or $3 billion total ? 

Mr. Moreeix. Yes, sir. 

Senator Dove as. 1 have not summed up the industry classifica 
tions of the certificates of convenience and necessity granted by the 
Defense Department and NPA, but they are cert: tinly running into 
huge figures. 

You may find that my offhand judgment. I would be tempted to 
believe that a major proportion of it is in accelerated amortization. | 
would like to get a factual statement on that. 

(The following was received in response to the above :) 

The latest figures I have been able to obtain indicate that certificates issued 
for blast furnaces and steel works amount to $214 billion on which 61 percent 
or $1.6 billion of amortization was allowed. The remaining portion, almost : 
billion dollars, must be financed by the industry without benefit of accelerated 
amortization. I understand that these certificates represent about 20 percent of 
all certificates issued. 

Senator Carenartr. Mr. Moreell, is this expansion needed by thie 
Government ¢ 

Mr. Moree. The Government insisted on this expansion. 

Senator Carenartr. If the steel companies were not investing thei! 
own money in these certificates, would the Government then have to 
tax the American people to get the money to build them ? 

Mr. Moreen. There was a great deal of sentiment in certain di 
partments of the Government that the Government should finance 
these expansions completely. 

Senator Carrenarr. In other words, the Government would tax tli 
people to get the money to build them ? 

Mr. Morretn. Exactly. 

Senator Carenart. In this instance the steel companies are furnis!- 
ing their own money ¢ 

Mr. Moreety. Yes, sir. 
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Senator Carpenart. They are getting in return for that a 5-year 
certificate ¢ 

Mr. Morertu. Not in all of it. In our case we are getting 64 per- 
cent. 

Senator Carenart. Sixty-four percent of the total? 

Mr. Moreett. That is right. 

Senator Caremarr. Is that about average for the group ! 

Mr. Moreers. [ think we are a little bit higher than the average. 

Senator Carenarr. If you do not make any money, or any profits, 
then, of course, the certificate of nec essity means nothing; is that 
correct ¢ 

Mr. Morreeti. That is correct. We must incur the entire risk. 

Senator Carrnartr. You take on the entire risk and if you make no 
profits then it means nothing to you? 

Mr. Moreen. It is a loss. 

Senator Caremarr. If you operate the plants after the 5 years, then 
you pay taxes without any depreciation ¢ 

Mr. Morerty. Without any amortization on that part which has 
already been taken. 

Senator Carnuarr. It would be on the 36 percent 

Mr. Morerett. That is right. 

Senator Carenarr. So the Government is giving you nothing? 

Mr. Morrety, No, sir. I consider that in further detail a little later 
on, Senator. 

Senator Dove.as. I do not care to have colloquy between Senators, 
but I do not want that statement of the Senator from Indiana to go 
unchallenged that the Government has given nothing, because the 
privilege of amortization isa valuable one. I would like to insert that 

the record at this point. 

Senator Carenarr. Also, 1 do not want the record to indicate, even 
by inference, that the $214 to $3 billion is simply a gift to the steel 
ompanies, 

Senator Futsrigutr. Gentlemen, everybody knows what that amor- 
tization is. I wonder if we can’t restrain ourselves and let the admiral 
make his statement. We all know what the amortization amounts to, 
| think, 

Mr. Morven. I think that that will be clear. 

Senator Futsricur. If we can get through with his statement we 
will have something to go on tomorrow. 

Mr, Morretn. The steel industry, with its huge capital investments, 
must somehow improve its relative earnings position among manu- 
facturing industries. This is important to all of us—Government, 
labor, customers, sh: areholders, er the general public. If we are to 
be able to continue growing and also to expand quickly in emergencies 
such as this, we must be able to compete in the financial markets for 
new capital. With our present earnings position this is difficult. 
Should our earnings be further reduced, it would increase that 
difficulty. 

There is another comparison which has had widespread publicity 
lately. That is the practice of comparing current earnings with the 
so-called base seantend years 1946-49, inclusive. How did the steel 
industry compare with other industries in that period? <A look at 
the National City Bank ratings shows us in 41st, 41st, 34th, and 27th 
place respectively out of a total of 45 companies. The industry oper- 
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ated at 85 percent of capacity for the 4-year period, and had major 
strikes in two of those years—1946 and 1949. Certainly these years 
should not be selected as our normal base period. 

Senator Sparkman. Admiral, I wonder if 1 might ask a question 
there, because I think it throws this in focus right here. 

Mr. Moreety. Yes, sir. 

Senator SparKMAN. Mr. Arnall stated before us that the 3 years— 
1947, 1948, and 1949—were the three best years that steel had since 
1918. I think I am correct in quoting that. If that is true, could 
there have been better years for your base period ? 

Mr. Morven. There could not have been better years for the base 
period unless we consider certain variations in the Johnston earning 
standards formula which I am about to describe, Senator. In this 
connection I wish to quote to you a letter I wrote on March 15 to the 
Administrator of the Economic Stabilization Agency on the subject of 
the so-called Eric Johnston earnings formula. 


JONES & LAUGHLIN STEEL Corp., 
Pittsburgh, Pa., March 15, 1952. 
Hon. Roger L. PUTNAM, 
Administrator, Economic Stabilization Agency, 
Washington, D. C. 

Dear Roger: We have been giving considerable thought to the statement you 
made earlier this week in Washington, that you would like to have someone 
suggest a better formula than the Erie Johnston earnings formula as a test of the 
need for relief for a producing company such as ours 

It is our understanding that the Johnston industry-earnings standard is an in- 
terpretive statement intended to be used as a general guide. We also note that 
the Defense Production Act requires ceiling prices to be “generally fair and 
equitable.” In the language of the Price Operations Memorandum No. 25 
dated February 15, 1952, “This phrase ‘generally fair and equitable’ is interpreted 
as requiring that regulations must (a) provide a reasonable level of industry 
earnings; (b) provide a fair distribution of total returns within each industry ; 
and (c) not be ‘arbitrary . capricious’ in the legal sense.” 

As stated in your office, I am strongly of the opinion that it is most unfair for 
the earnings standard to be applied to this industry on a_ before-taxes-and- 
amortization basis. In company with our industry, we have taken upon ourselves 
a huge construction program and committed ourselves to find the money to pay 
for it. A large part of this money must come from our earnings. 


The CuatrMan. You sent me a telegram as chairman of the com- 
mittee at the same time and I put it in the record. 

Mr. Morerty. That is correct. I have a copy of that telegram 
here. 

The Cuarrman. I have been charged at different times with talk- 
ing to people. I like to talk to people, whether they be in the stee! 
business or not. To the best of my knowledge that telegram cited 
your position. I never asked for it. 

Mr. Moreetyi. That is correct. To continue: 

Our construction program, as you are well aware, was undertaken at the urgent 


request of the Federal Government in order to strengthen the Nation’s defenses, 
as a result of the hostilities in Korea. 


The funds used for the purpose of this construction program were obtained 
from borrowings, from the sale of stock, from depreciation reserves, and, in 


large part, from profits which were not paid out to shareholders but which were 


retained in the business for this purpose. 


The Cuatrman. Admiral, who asked you to do that ? 
Mr. Moreeti. The Federal Government. 
The Cratrraan. Who? 
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Mr. Moreett. The Defense Production Administration were the 
ones who were pressing us the hardest. 

The CuatrmMan. They made the request of different steel companies 
to enlarge their plants and told them they were going to give them 
certificates of necessity ? 

Mr. Moree.iy. That is correct, sir. | Reading:| 


Our borrowings must be paid back from net profits. For example, the in- 
denture for our series B bonds, dated in 1950, provides specifically for the making 
of sinking-fund payments out of net earnings after taxes. We also need net 
profits to pay dividends to our new shareholders to whom we sold stock as well 
as to our old shareholders who were willing to forego adequate dividends in 
order to help in the financing of this program. 

We need net profits to continue our construction program which is now in a 
critical stage. It is not only unfair but useless for us to be expected to use 
earnings before taxes to meet our obligations. So-called “profits before taxes” 
have no significance in these cases. They are only bookkeeping figures until the 
taxes have been deducted from them. We cannot discharge our obligations by 
using tax money. 

I invite your attention also to the fact that the regulation of public utilties 
is based on a return on rate base from profits after taxes and that this fact was 
given recognition in the present Excess Profits Tax Act. 

You already know that I believe it would be a breach of good faith on the 
part of the Government to use earnings before amortization of emergency facili- 
ties as a part of any earnings standard for the steel industry in the present 
position in which it finds itself committed to its huge post-Korea expansion pro- 
gram. 

The purpose of an industrial business such as ours is not to create wealth for 
itself. Its purpose, as you are well aware, is to pay dividends to its shareholders, 
wages and salaries to its employees, to make steel for its customers, and in 
general to serve the public good. The beneficiaries of its activities must in all 
cases pay their individual income taxes upon the benefits they have received. 
Their interests are not served, nor is the interest of the Nation served, by the 
reduction of the earnings of the business so that it cannot achieve its purposes. 

It is my considered recommendation that the earnings standard which we 
have previously discussed should be amended—at least in cases such as the steel 
industry—so as to accomplish two separate changes: 

(1) To base the yardstick on earnings after taxes and after amortization; and 

(2) To give effect not only to the increase in invested capital of the industry 
but also to the need for more dollars of income to accomplish the same results 
as a smaller number of dollars would have accomplished in the years of the base 
period. In other words, a cost-of-living increase provision should be adopted 
for the use of industry as well as for the use of labor. 

I have discussed item (1) above orally with you as well as in the foregoing 
paragraphs. 

With respect to item (2), it is my thought that, because of the depreciation 
in the value of the dollar, and in order to establish equitable earnings standards, 
the dollar earnings for the 3 years selected from the 1946-49 period should be 
adjusted by the increase in the wholesale-price index up to the present time. 

I trust that you will give these views your serious consideration. TI shall be 
very happy to discuss this subject with vou again at your convenience 

With kindest regards, I am 

Sincerely yours, 
(Signed) Bren Moreert. 

Up to this point I have said nothing about dividends. Table 5 
shows Jones & Laughlin’s dividend record from 1939 to March 31, 
1952. T particularly want to point out that for the entire period the 
shareholders’ returns on money invested was only 3 percent. And this 
is for both preferred and common shareholders. The common share- 
holders’ return was only 2.68 percent. Compare this with the return 
on a United States Government series E bond and then compare the 
risk involved. 
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TABLE 5.—Jones & Laughlin Steel Corp. and subsidiary companies, dividends 
years 1939-51 and first quarter 1952 

















| } | | 
| Percent | Perce 
Percent) of share- |Percent) of sha 
Amount | of net | holders’ | Amount | of net | holder 
| income} invest- || income | invest 
ment | | ment 
| 
sialibaseaieietooe pias i jibe enel daha aiipctieali 
| Thous. of | Thous. of | 
dols. | | dols. 
1939 Te ----|} 1947 6,421 | 31.9 | 
1940. ° ise 2,349 | 22.2) 1.43 || 1948 6, 792 20.6 | 
1941__ 4, 352 34.2 | 2.51 |} 1949__. | 8, 063 36. 2 | 
1942 6, 229 | 55.4 3.55 |} 1950__. : | 8,616] 21.7] 
1943 6,132 | 56.0 | 3.15 |} 1951 | 12,179 39.3 | 
1944. ___ 6, 138 68.3 3.09 || 1952 (first ‘qui arter) - 3,157 | 67.0 | 
1945____ | 6,149] 72.3] 3.08 | —___—|—___| 
EE | 6,385 | 57.4 3.16 ||} Average for period 6, 602 38. 1 


" i 


Senator Doveias. Did you ever get an answer from Mr. Putnam / 

Mr. Morreut. No, sir; I did not. I had no reply. 

The Cuamman. You had a conversation with Mr. Putnam? 

Mr. Moreetu. I had a conversation prior to this. 

The Cuarrman. Did he give any information to you? 

Mr. Morreti. Mr. Putnam expressed great sympathy with my atti 
tude that the earnings before acc elerated amortization should not } 
considered as proper, but he has never been willing to go on record as 
advocating any change in the Eric Johnston standard. 

How does the dividend record (preferred and common stock to- 
gether) of J. & L. compare with the steel industry as a whole and 
with companies in other industries? During the period 1944 through 
1951, for which data are available for the steel industr y, we find that 
the steel industry dividends averaged 4.92 percent of shareholders 
investment. During the same period the shareholders of J. & L. re- 


ceived dividends averaging 3.27 percent, while the shareholders of 
the largest company in each of 18 different manufacturing industries 
received an average of 10.68 percent. 
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TanLe 6.—Harnings and cash dividends on net worth of selected manufacturing 


companies 
| | Percent Percent 
Average Average — Percent = eash 
ks . oe | net net divi- | earned| divi- divi- 
Industry Company worth income | dends | on net | dend dend 
1944-51 1944-51 | 1944-51) worth | on net | of net 
i worth | income 
Thous. | Thous. | Thous. 
Automobile. " General Motors -- ...| $1,650,967; $396,488 $251,728) 24.02 15. 25 63.49 
Chemical - - - . Du Pont de Nemours. 921,259; 161,311) 127,859) 17.51 13.88) 79.26 
Electric equipment__| General Electric ; 463, 685 103, 848) 60, 506 22. 40 13. 05 58. 26 
Tobacco AmericanTobacco. _. 274, 120 33,470| 21,426 12. 21 7. 82 64. 02 
Farm equipment. _. International Harvester 476, 180 45,904) 25, 167 9. 64 5.29) 54.83 
Aluminum Aluminum Co. of 295, 440 32,000 14,624 10. 83 4.95 45.70 
| America. 
Meat packing _....| Swift & Co 273, 532 18, 583) 13,214 6.79 4.85 71.11 
Rubber- - : Goodyear Tire & 187, 738 26,020, 10,948 13. 86 5. 83 42. 08 
Rubber. 
Paper _...| International Paper.._.. 217, 963 39, 272, 15, 558 18. 02 7.14 29. 62 
Distilling --. Oe POR! Distillers Corp., Sea- 138, 034 33, 424 6, 816 24. 21 4.94 20. 39 
grams, Ltd. 
Food... .....-.-| National Dairy Prod- 142, 661 24,165, 12,329 16. 94 8. 64 51.02 
| ucts, 
Soaps ...-| Proctor & Gamble-.-- 192, 158 34, 573| 22, 015 17. 99 11.46; 63.68 
Tin container......--| American Can__. 190, 710 21,252} 12,241 11.14 6.42 57.60 
Rayon... Celanese Corp. of 118, 622 22, 546) = 12, 476 19. 01 10. 52 55.34 
| | America. 
Office equipment-_..._| International Business 100, 073 23,187) 9,217) 23.17 9.21; 39.75 
| Machine. 
Lumber ...-.-----| Weyerhaeuser Timber 182, O87 23, 316 9, 373 12. 80 5. 15 40. 20 
| Co. 
Electronies...........| Radio Corp. of America 112, 825 22,243; 9,908 19. 71 8.78 44.54 
Building Pittsburgh Plate Glass 150, 205 25,662) 14, 596 17. 08 9. 72 56. 88 
ON aie ene | 7. 6, O88, 259! 1,087, 264, 650,001! 17.86 10. 68 59. 78 
| industry... ..-- | AISI $149,858! 443,683) 204,279) 10.69 4.92) 46.04 
Jones & Laughlin : 231, 971 21, 832 7, 593 9.41 3. 27 34. 78 


t beginning of year. 


Source: Moody’s Industrials. 


(Discussion off the record.) 

Mr. Moreen. We all realize that had we paid out a larger portion 
of our earnings in dividends the shareholder’s return would have been 

little more in line with that of other industries. However, I am 
sure that you gentlemen are fully aware of the needs for huge amounts 
of money which have faced us since the end of World War II. I want 
to go into some detail about this since its importance cannot be over- 
emphasized. 

At the end of World War II a great deal of J. & L.’s equipment was 
worn out and obsolete. All during the war there had been no chance 
to keep pace with this wear and tear. 

Our rehabilitation program began in 1946. The bulk of it was 
completed by the end of 1950. 

At this point I want to invite your attention to a lesson we learned 
in this period. We found the amounts the tax laws permitted us 
to set aside for depreciation were not nearly enough to pay for replace- 
ments. New facilities cost far more than the original equipment on 
which the depreciation allowance was based. Year by year this con- 
dition has become further aggravated. Let me give you some 
examples: 

Included in our present program is a new bar mill which is costing 
almost $18 million. This is nearly four times the cost of a similar 
bar mill built in 1930 for $414 million. We have also built a new 
rod mill which cost $11 million as compared to a similar mill built in 





2192 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


1931 which cost $214 million. In 1939 a 90,000-cubic-feet- -per- minute 
turbo blower for a blast furnace was installed complete for $401,000, 
In 1949 the same item cost $798,000. Now, the cost is $900,000. 

I cannot stress too strongly | what this means. One of the most im- 
portant costs of a going business is the cost of maintaining itself, 
During the 1946-50 period, our reported profits were over $126 ‘million. 
But I submit that these so-called profits were grossly overstated. In 
those 5 years we spent $190 million—all on rehabilitation. ‘The $77 
million which we were permitted to set aside for depreciation and 
depletion was far short of the amount we needed. In addition, we 
had to use ' 90 million of retained earnings and $23 million of bor 
rowed money. 

With the development of hostilities in Korea the military security 
program was greatly increased. More steel-making capacity was 
needed quickly. In my statement to the Presidential Steel Board in 
1949 I said, “Our first responsibility to our employees and sharehold- 
ers—and to the Nation in these times—is to keep in business on a 
healthy and efficient basis.” 

Little did we realize that we would be called upon so soon to prove 
that statement. The 1946-50 program is now behind us. But with 
out the rehabilitation accomplished in that period J. & L. could have 
done little in meeting the Nation’s urgent call for more steel in 1950. 
That program furnished the base on which our expansion is being 
built. 

At the urgent request of the Government we started a program to 
expand our capacity by about one-third. The new open-hearth shop 
at Pittsburgh works, originally planned for 6 furnaces, has now been 
expanded to 11 furnaces. Along with the new shop we are installing 
a new blooming mill and a new 10-inch bar mill. At Aliquippa works 
a new rod mill and a new electrolytic tinning line have been installed. 
At our Cleveland works the second blast furnace is being enlarged, 
two new open-hearth furnaces have been added, and substantial 
changes are being made in the blooming mill and strip mill depart- 
ments to handle the larger tonnages. 

Our raw materials operations are being expanded to keep pace. The 
production from our New York State iron ore mine is being increase 
by 30 percent and a 1-million-ton-per-year underground iron ore mine 
in Michigan is being developed for production 1 in 1954. 

This program was originally estimated to cost $200 million. Large 
increases in construction costs, pine some nec essary additions to the 
program have raised the total to $234 million. We faced the difli- 
cult problem of securing the needed cash. We estimated that S72 
million would come from amounts set aside for depreciation, deple 
tion, and amortization during 1951 and 1952 and that $18 million 
could be taken from working capital. We arranged to borrow an 
additional $110 million. 

It has frequently been suggested that instead of using large amounts 
of retained earnings, or even 1 borrowing, we should sell stock. Where 
the expenditures are entirely for the purpose of replacing worn-out 
or obsolete equipment, such as our 1946-50 program, in my opinion 
the sale of stock is inappropriate. <A going business should be able 
to earn enough to keep its equipment in good order. Otherwise, it is 
consuming its capital. 
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Where substantial additional capacity is involved, as in our post- 
Korean expansion program, the sale of stock is proper when it can 
be accomplished on reasonable terms. 

We felt that the very heavy burden of debt arranged for in our 
program should be reduced as quickly as possible. Therefore, we 
turned to the sale of common stock. One million shares were sold 
in 1951 at a price of $25.25. We received $23.8 million from this 
sale. Short-term debt of $40 million was repaid when the stock was 
sold. This sale of stock seemed to us to be advisable as a safeguard 
to our financial position. We decided to proceed even though it 
diluted the equity of the existing shareholders. The asset value of 
the outstanding common stock was over $53 per share—more than 
double the selling price of the new stock. 

The reason this stock was sold for less than half of the current 
asset value is found primarily in the poor earnings and dividend ree- 
ord of the steel industry in general and J. & L. in particular. 

After the debt financing and the stock financing our total debt will 
be $132 million. 


Tarte 7.—Jones & Laughlin Steel Corp. and subsidiary companies—History of 
financing, 1946-51 


Common Preferred 

stock stock Funded debt 
number of number of smount) 
shares shares 


tanding Jan. 1, 194¢€ 000, 000 
Conversion of preferred stock, series B, into common stock 
Preferred stock, series B, called for redemption 


Sale of series A bonds due Sept. 1, 1967 


000, OOO 
Retirement of series C bonds due Jan, 1, 1961 


28, 000, 000) 


Borrowed on conditional sales re obligations, 
$547,000 less $149,000 repaid to Mar. 31, 1951 
Payment of a 5-percent stock dividend on the common 


stock 


, 000 


ince of non-interest-bearing notes in connection with 
acquisition of certain plants and equipment of 
merican Can Co., $1,700,000 less $680,000 paid to date 
ranged with a group of insurance companies for the sale 
{$40 million of series B bonds, of which $10 million were 
id in 1950 | 
Arranged with a group of banks for a short-term bank loan 
of $40 million in connection with the expansion program, 
ill borrowed in 1951 


0), 000 


), 000, 000 


on stock split 2 for 1 2, 600, 327 
sued, in February, short-term serial notes 
Arranged with General Motors Corp. for a loan of $28 mil- 
on to finance expansion and improvemer nts 
Works, borrowed to the end of March 1952, $2 
le of common stock from which we received $23, 8 million 1. 000, 000 
Ret irement of serial notes, principally from proceeds of sale 
of stock a 
Borrowed on ship mortgage loan in connection with the 
icquisition of towboats and barges $1,886,000, less 
$177,000 paid to the end of March 1952 
Sale of balance of series B bonds 
Arranged with a group of banks for a short-term bank loan 
‘f $20 million to complete expansion program, nothing 
borrowed to Mar, 31, 1952 
Arranged a credit with a bank for a loan of $1,196,000 to 
finance the purchase of 3 towboats, nothing borrowed 
Mar, 31, 1952 


000. 


OOO 


(40, 000, 000) 


1, 709, 000 
30, 000, OOO 


Outstanding, Mar. 31, 1952 Gebitane , 6, 200, 654 293, 568 | 2 125, 825, 000 


I xcluding $243,000 of purchase money mortgage non-interest-bearing notes retired in the period. 
in addition to the $125,825,000 shown above, we will borrow $5,302.000 from General Motors Corp. 
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Mr. Morrett. The funds from all the sources I have mentioned— Se 
debt financing, stock financing, amounts set aside for depreciatio. S tosi 
and amortization, amounts to be spared from working capital—a|| time 
these funds add up to $184 million. The balance of the $234 millio) 
required or $50 million must come from retained earnings or from 
further increases in our already heavy burden of debt. 

By the end of 1951 we had spent $141 million, and during the firs: 
quarter of 1952 we spent an additional $31 million. This leaves s\2 
million which must be spent in the remaining 9 months of 1952 if our 
scheduled production increases are to be combined on time. \WVe 
operate under a budget at J.& L. TI would like to show you what ow 
actual budget looks like for the balance of this year. The tabulation 
also shows the actual figures for 1951 and the first quarter of 1952 


Funds available for plant improvements, dividends, and sinking fund 
requirements, 1951-52 


{In thousands] 


Actual 
edie ieieadttanes edicaiaam Mek ancend Budget, last 
9 months 
, =, | First quar- 1952 
a ¢ ~- 
Fear, 106) ter, 1952 


Working capital, beginning of period -_- 


Funds available: 
Net income... , pwebe 30, 998 4,711 
Depreciation and depletion. - —- 21, 020 5, 455 
Accelerated amortization-_--- 4, 675 3, 705 
Loans j is 45, 984 600 
Sale of stock. ____-- 23, 807 2.2) 
All other i * 178 , 404) 


Total funds available. - - 126, 662 21, 031 


Expenditures 
Plant improvements. - , 069 31, 095 
Dividends _- 2, 179 3, 157 
Repayment of loans 513 73 


Total expenditures 761 34, 325 3 261, 4 Tl 
Decrease in working capital ! - 27,099 3, 294 


iod | ani 
Working capital, end of period ! | 


shov 


1 Before deducting debt due within 1 year, 


Mr. Moreewy. I would like to call your attention, gentlemen, to tli 
last line in the budget figures which indicates a reduction in work 
ing capital from $95,716,000 at the beginning of the year 1952, to $73.- 
252,000 at the end of this year. We calculate that we need an abso: 
lute minimum of $95,000,000 for working capital. 

There are several things about these figures which I should explai 
The first of these is our net income. In 1951 it was $30,998,000. 
the first quarter of 1952 it was $4,711,000. We estimate $16,663.) 
for the last 9 months or $21,374,000 for the year 1952. 

Senator Doveias. Admiral, are these figures of Jones & Laughili: 
showing the decline of net earnings in the first quarter of 1952 as 
compared to 1951 typical of the industry as a whole or is it a condi 
tion peculiar to Jones & Laughlin? 

Mr. Moree.y. I think that a sizable reduction for the industry as 
a Whole will be shown, Senator, for the first quarter. 

Senator Dovuetas. Have the first quarter figures been tabulated! 

Mr. Morre.t. Not for the whole industry; no, sir. But those that 
I have seen, all indicate a very substantial reduction. 
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Senator Doucias. I wonder if your statisticians would be willing 
to submit tabulations of that for ‘the record because this is the first 
time that I have seen first quarter earnings for 1952 in the record. 
Previously it has been 1951. 

Mr. Morrett. Yes, sir. 

The CuatrmMan. Without objection, we will put those tabulations 
in the record. How long will it take? 

Mr. Moree... I think it will take just a day or two. 

(The information referred to follows :) 

Industry figures for the first quarter 1952 are not yet available. The six com 
nanies which were negotiating jointly—United States Steel, Bethlehem, Re- 
public, Jones & Laughlin, Youngstown Sheet & Tube, and Inland—have published 

r first-quarter earnings. I have had them totaled as shown below : 


Reported quarterly earnings, 6 steel companies 


{ Thousands] 


before Federal income taxes 
ral income taxes 


Net income 


1 believe the above figures are fairly representative for the industry. The 
National City Bank of New York, in its May monthly bank letter shows reported 
net income of 28 iron and steel companies for the same period as follows: 


1951—First quarter______- ws cea la panies danke idiierss $ 37, 377, 000 
Fourth quarter cna eee aE sg tates 38 
I ind anche : 108, 050, 000 


rhe American Iron and Steel Institute has tabulated the earnings of 18 com- 
panies representing 88 percent of the industry’s ingot capacity. These figures, 
shown below, show the same decline in earnings in the first quarter of 1952. 


| Thousands} 


1952, first 


Fourth quar quarter 


First quartet 
First quarte ter 


$2, 509, 490 


e before Federal income taxes ; $27,112 
ral income taxes ~ 270, 720 


Net income. - f " cia , 156, 392 


Mr. eager eg All of these figures are based on sales prices and 
‘osts in effect prior to April 8, 1952. Since they were developed 
ear vi in April, they do not include the recent rail freight boost which, 
on in-bound materials, will increase our costs another 40 cents a ton of 
linished steel products. 

The CuarrMan. Why is the income going down in the first quarter 

ompared with the other quarters? Will you cover that later? 

Mr. Moree.y, Yes, sir. 


96315—52—pt. 4 —16 
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The CuHarrmMan. The wage increase has not come into the picture 
yet. 

Mr. Morvetn. No, sir; but the cost of accelerated amortization, 
cost of depreciation on new facilities, the cost of starting up nev 
facilities, the interferences with production which are occasioned by 
construction programs, have all contributed to a reduction of cost, 

In addition there has been a marked reduction in what we call con- 
version tonnage, that is, semifinished steel which we do not make 
ourselves, but which we processed into finished products on behalf 
of our customers. 

Senator Bricker. You said reduction of cost. You mean reduction 
of capital ¢ 

Senator Frear. Increased operating cost. 

Mr. Moree. Increased operating costs on account of interferences 
by construction operations, I believe I said, Senator. I may have 
misstated that. 

The Cuarrman. That is what I understood. Would that be true 
of the other steel companies ? 

Mr. Moreexy. It will be true of them, perhaps to a lesser extent, 
Senator, because of the fact that we got started on our construction 
program somewhat earlier than the other companies did. Also our 
percentage of increased capacity is greater than that of any of the 
major companies in the industry. 

One reason for the reduction of $10 million in the 1952 net income 
estimate is the fact that our sales forecasts show a 90-percent operating 
rate by the end of the year. I failed to mention that, Senator. We 
do estimate that there will be a reduction in operating rate by the end 
of the current year. 

The Carman. When you say by the end of the current year, you 
do not figure on any increases in rates ? 

Mr. Morrewt. No. sir. These are costs in effect before April 8 

The CHamman. Do you have any figures that this committee coul 
have in the record to show how this operating income would be again 
affected by the increase in wages? 

Mr. Morrett. I have that later on, Senator. I have a table showing 
that. 

Senator Moopy. May I ask a clarifying question ? 

The Cuatrman, Certainly. 

Senator Moopy. Admiral, when you say that you will be at a 0 
percent operating rate by the end of the year, does this indicate that 
you are going to have a surplus and that you will have to slow down 
production by the end of the year ? 

Mr. Moree. In certain products we think we will have; yes, sil 
That is our estimate. 

Senator SparkMAN. May I ask a question there? 

Mr. Morretu. Yes, sir. 

Senator SparKMAN. Going back to the sale of that stock, where you 
raised that $23.8 million, was that common stock ? 

Mr. Morrett. Yes, sir. 

Senator SparKMAN. Sold for $23.80 a share? 

Mr. Moreen. $25.25. 

Senator SparKMAN. The other was worth $53 a share? 

Mr. Morek.y. That is the book value, not the market value. 

Senator Sparkman. What was the market value? 
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Mr. Moreen. $25.25. We sold it at market. 

Senator SparKMAN. The thing that I am trying to get at, you say 
it diluted your stock. Did it bring down the market value of the 
stock ¢ 

Mr. Moreett. It diluted the equity of the existing shareholders. 

Senator SparKMAN. I realize that. Iam talking about the market, 
the market price, did it bring it down or was it selling at about $25.25. 

Mr. Moree. It sold at about $25.25. We sold at the market. 

Senator Frear. What was the market price 7 days before the sale 
and 7 days after the sale? 

Mr. Moree. We sold on a declining market. We were trying to 
catch the best price we could. We caught this at $25.25. The next 
day it went down and shortly after that it went up again. 

Mr. Frear. What is the present market value? 

Mr. Moree. About 2234. 

Senator Ives. Admiral, 1 would like to ask one question. How is 
the production of structural steel coming? Are you anywhere near 
meeting the demand for that ? 

Mr. Morreti. We do not make heavy structural. 

Senator Ives. I mean for the industry as a whole. 

Mr. Moreexy. I am not informed on that. 

Senator Ives. Never mind, if you do not know. Do not delay it. 
‘an you get that information for us? 

Mr. Moreeti. We can, and will put it in the record. 

(The information referred to follows:) 

I have been told that the demand for heavy structurals shows definite signs 
of easing by the third quarter of 1952. One type of structurals, known as 
wide-flange structurals, is and will continue to be in short supply for some time. 

Senator Frear. You anticipate at the end of the year running at 90 
percent of capacity ? 

Mr. Moreen. Yes, sir. 

Senator Frear. But you have increased your capacity by a tre- 
mendous amount. 

Mr. Moreey. 32 percent. 

Senator Frear. The over-all steel industry has increased its capacity 
by a tremendous amount. Have you overproduced capacity as an 
industry ? 

Mr. Moreeni. There is a difference of opinion about that, Senator. 
We feel that as for the immediate future—by that I mean the next 
several years—we will have an excess of capacity. Eventually the 
expanding economy will catch up with it. 

Senator Frear. Does that mean that the depletion and obsolescence 
of any of your old—what I am trying to get at is will any of your 
old steel plants go out of existence? That means that you will con- 
tinue to manufacture just as many tons, over 100,000,000 tons over 
the next few years, but the only way that you are going to catch up 
with that capacity is by increased consumption ? 

Mr. Moreen. By increased demand, that is right. Mr. Elliot 
points out that there will be obvously an elimination of absolete and 
marginal equipment, as we go along. 

Senator Frear. That occurs year after year, does it not? 

Mr. Morrert. Yes, sir. 

Senator Frear. That is pretty static. 

Mr. Morrera, That is a regular procedure. 
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Senator SparKMAN. That is normal and taken care of under ty 
depreciation part of the program. May I ask this question: As yo 
bring in new equipment, is the productivity likewise increased ? 

Mr. Moreen. ( Gh yes. 

Senator Sparkman. That is a part of the normal process? 

Mr. Morreiu. Yes, sir. We have used every source of money avail- 
able to us—sale of stock, borrowing, and reduction of our working 

capital to a dangerously low level. While it does not show in the al 
figures, we have also arranged with a group of banks to borrow a: 
other $20 million if required before the end of 1952. We are trying 
to avoid more debt if possible. 

Now I would like to say a few things about accelerated amortization, 

I have been greatly surprised at some of the recent statements | 
have read about accelerated amortization. This is a subject very 
close to my heart, because without the aid of the accelerated amorti 
zation provision in the 1950 tax law, I do not see how the present 
enlargement of steel capacity, so important to this country, could have 
been achieved. I am certain our program could not have been ear- 
ried out. I did all I could to aid in the passage of this legislation }) 
discussing it actively with Members of the Congress and with others 
whose opinions might carry weight with Members of the Congress. 

What is the truth concerning accelerated amortization? Here ar 
the facts. 

Senator Frear. Mr. Chairman, may I ask the admiral a question / 

Senator Fu.srient. Yes. 

Senator Frear. What would your opinion be on the amortizatio 
of any industry of 1 to 50 years being made by the industry itself! 
In other words, if you as a separate part of an industry, you as : 
company, had the opportunity of selecting an amortization basis of 
between 1 to 50 years, but when you selected that basis you would ha 
to carry it on through. 

Mr. Morret. I think that is a very desirable procedure, Senator. 
We have given very serious consideration to what recommendations 
we would make with respect to amortization of plant, of capital facil 
ties. We are very much inclined to believe that that procedure of 
establishing your amortization or depreciation program at the tine 
the fae ‘ility. went into operation is a good one. 

Senator Frear. Thank you. 

Mr. Moreen... Our industry among others was asked by the Gover 
ment to spend money for expansion far beyond anything it consider 
practical or advisable in its normal planning. ‘This spending wa: 
asked in order to meet the great need for more production for th: 
defense of the country in a new emergency. Where was the mone) 
to come from for the vast added projects? Some of it might come 
from retained earnings, but taxes were rising so rapidly that it was 
impossible to count on any substantial amount of funds from this 
source. We could never have met the Government’s requirement: 
that way. 

To get the money fast enough to do the job it was necessary for us. 
and for other businesses simil: arly situated, to borrow. But that was 
equally impossible unless we could show how we could pay back th 
debt rather soon. Here again, high and rising tax rates would hav 
made that impossible. In providing the accelerated amortization 
provision in the 1950 tax law, Congress properly recognized the very 
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practical problem that without it very little of the required expansion 
could have been accomplished by private capital. 

Let me giv e you our oWn exper ience with the post- -Korean e xpi insion 
program at our Pittsburgh works. Before Korea we had just finished 
arranging to borrow $40,000,000 from a group of insurance companies 
in addition to the $60,000,000 we already owed. 

We thought we had a full burden of debt. But the Government's 
request for. expansion made it necessary to go farther. So we ap- 
proached a group of banks to borrow $40,000,000 more to help do the 
job of bringing our new six-furnace open-hearth shop up to 11 fur- 

aces; and to install a new blooming mill and a new bar mill. 

The banks said fine—as long as we can see our money coming back 
rather soon; your debt is already high. We, therefore, agreed to pay 

ack any borrowed money over a 54-year period. But the loan was 
conAiiaead on our being able to obtain certificates of nec essity for 
weelerated amortization totaling twice the amount of the loan— 
S80.000.000, 

Senator Frear. May I ask a question / 

The CuarrmMan. Yes. 

Senator Frear. Do you think the privilege that you have had of ac- 

elerating your loan, that is, accelerating the plan, might place you in 
an embarrassing position that might not be wise after the expiration 
of amortization ? 

Mr. Moree. No; I do not think so. 

The CHamman. Admiral, you will be here in the morning ¢ 

Mr. Moree, Yes, sir. 

Senator SparKMAN. Mr. Chairman, I would like to ask one question 
here that we might want to elaborate on tomorrow. I am just a half 
page further on ‘the tax amortization. I notice that you say in there 
that the Government had not given you a dollar. I am one who was 
heartily in favor of the tax amortization program, and I am still in 
favor of it. I hope when we ever get to a normal period we may have 
a much more liberal amortization. I would like to see free amortiza- 
tion, let them depreciate as they want to. It does seem to me that when 
we have an excess-profits tax on, it does amount to a gift of something. 

[am not saying it is unfair. I think it is fair and right. It seems 
tome to be a gift of something, assuming that some time in the future 
we do take off the excess-profits tax. 

Senator Carenarr. Would you say the same thing if you reduced 
taxes ¢ 

Mr. Moreeix. That is right. 

Senator SpaRKMAN. I am assuming we will take off that excess- 
profits tax. 

Senator Bricker. That is your one chance of any benefit, a reduc- 
tion of taxes over what they are in the future, after the 5- year period, 

Mr. Moreen. That is right. I would like to point out this very im- 
portant fact: We assume a very large risk, as Senator Capehart 
pointed out. Weare in arisk economy. Ours is a risk economy. So 
that when we assume that risk we, I think, are entitled to gain if the 
tax rates move in that direction. 

[f you gentlemen increase the tax rates after the 5-year period, then 
we will lose money, and that is another risk. 

Senator SparKkMAn. We have reached the point where we are not 
going to increase them, I am quite sure. I do not say that in criticism 
of your statement. I repeat, I think it is a good program. 
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Senator Frear. You are not too unfavorable in your thoughts that 
taxes are going to be decreased in the future? 

Mr. Moree. I am still hoping. 

Senator Bricker. We can always do that. 

Senator Carenart. I have introduced a bill two or three times to 
have a permanent 5-year amortization plan, even in peacetime, without 
emergencies. 

Mr. Morrett. I think it is proper to say that even in Socialist Eng- 
land they have more liberal tax amortizations than we have. 

Senator Futsrigutr. What percentage of increase have you paid on 
borrowings in this period ¢ 

Mr. Moree. Three percent. Now we are paying 314. 

Senator Frear. That is a deductible item ? 

Mr. Moree.n. Yes, sir. 

Senator Frear. And your bond issue is a deductible item, your divi. 
dends, of course, are not a deductible item, all your wages are de- 
ductible items, including salaries for administration. 

Mr. Morreiti. Yes. But we have to pay off the bonds out of earn- 
ings, Senator, out of net profit. 

Senator Frear. I realize that you have to pay the principal out of 
that. But the interest is deductible. 

Mr. Moreeti. That is correct. 

We obtained these certificates—in fact, we have obtained ove 
$150,000,000 of certificates to date—and we borrowed the money. This 
made it possible for us to go ahead with the expansion program. 

A number of people have tried to make it appear that by permitting 
this accelerated amortization the Government gave us a kind of gift. 
Actually, all it means is that we are now able to take depreciation i) 
the amount of $150,000,000 over the first 5 years of operating life of 
the new properties instead of over their entire useful life. 

The $150,000,000 is only 64 percent of the total cost of the properties 
covered by the certificates. The remainder of the cost, $83,000,000 we 
must finance without the benefit of any acceleration of depreciation. 

Every dollar of depreciation taken as accelerated amortization i) 
the next 5 years for the purpose of obtaining a $1 tax deduction means 
$1 less that can be taken as a tax deduction at a later time. Th 
company has been given nothing. We always had the right to depre- 
ciate our property fully over its useful life. The total amount o/ 
depreciation to be taken over the life of the new property does not 
change. It does not increase. 

I believe we should all be most thankful that the Congress of this 
Nation was wise enough to permit this arrangement in order to make 
possible the great strengthening of the productive capacity of this 
country with private capital. 

As a matter of fact, once our facilities are in full production, per 
mitting accelerated amortization will not reduce the taxes we pay to 
the Government at all. In 1951, our taxable net income was ove! 
$85,000,000, after deducting $5,000,000 of accelerated amortization. 
I have asked our controller to estimate what our annual taxable net 
income would be after our new facilities are completed and in opera 
tion, assuming that costs, selling prices, and demand for steel were 
the same as they were in 1951. His estimate shows that under these 
conditions, and after deducting accelerated amortization of almost 
$30,000,000, our taxable income would be about $90,000,000. 
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In other words, the facilities which we are installing because we 
received these certificates would then be producing taxable income 
sufficient in itself to cover the amount of amortization we are allowed 
to write off. The Government will not have lost 1 cent in taxes. 

Furthermore, and most important, the increased production of steel 
from these facilities will result in a much greater production in the 
industries which fabricate this steel into finished products. The in- 
creased profits from this higher level of production will mean more 
tax dollars to the Government in that period. 

If we do not have earnings we will not obtain any help from ac- 
celerated amortization. In fact we will lose because we would be 
using up the equivalent of depreciation deductions to no purpose. 
The financial risk is still ours. 

Actually, these new facilities help to fight inflation. I know of no 
way to strangle inflation more effectively than by increased produc- 
tion. Accelerated amortization has speeded up expansion everywhere 
in the steel industry. We have increased output now rather than at 
some indefinite time in the future. 

To return to our financial situation for a moment, I think you can 
readily see from the budget figures I have shown you why our present 
low profits must not be further reduced. We have spent a great deal 
of time and study on all of our uncompleted construction jobs with 
the sole purpose of cutting back or canceling outright any project not 
absolutely essential at this time. For example, we must build a new 
battery of byproduct coke ovens at our Pittsburgh works. 

Originally it was planned for 106 ovens with related coal-handling 
and byproduct facilities. We received a necessity certificate for a 
battery of this size estimated to cost over $90, 000,000. We have since 


' 


cut this project back to 79 ovens and eliminated a number of items 
in order to get the cost down to $11,000,000. 

Other similar cut-backs have been made. I am not telling you this 
for dramatic effect. These are the hard, plain facts of our business. 
But it is discouraging, to say the least, when we are doing everything 
in Our power to carry out our commitments for increasing steel ca- 
pacity which have strained our financial condition to the utmost, for 
us to be told that we are making exorbitant profits. 

There is also one other very important reason why we — ‘ve our 
income must not. be further reduced. I have mentioned it before in 
connection with our 1952 budget. This is the very real prospect of 
(declining operating rates. Today our budgets, which are revised 
quarterly, have been cut back to reflect reduced operations by the end 
of the year. 

This is certainly not a pessimistic conclusion. The Government 
demanded we increase our steel output to a level we did not plan to 
attain for another 10 years. Unless there is all-out war, it should be 
no surprise if some of this expanded capacity is temporarily excess. 
Such a situation is not unusual in the history of the steel industry. 
Because steel requires such large investments, it is always necessary, 
when expanding, to anticipate future requirements. Later on the 
expanding economy catches up with steel-making capacity. 

3ut because of those large investments there are many costs which 
continue even though output falls. Wage costs are among the most 
important of these. Certain facilities such as coke ovens must con- 
tinue to operate so that they will not deteriorate. They must be kept 
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going though little output will be derived. Even equipment wi 


an be partly or totally shut down requires some maintenance to k 
it in a stand-by condition so that it would be ready when needed. 

Even at present prices and costs, our margin of safety is nari 
Any reduction in operating rates or in profit margin is a serious thi 
We have extended ourselves financially to our limit in this emerge 
period. Our margin of safety, small as it is, must be maintai 
Prices, even without Government controls, can hardly be raised o 
falling market, and we certainly cannot anticipate the possibilit) 
reducing wages. 

To portray more concretely the seriousness of the situation | 
confronts us, I will show you what our net income was for the | 
quarter of 1952 and what we have budgeted for the succeeding | 
quarters. I will also show you how those figures would be affe 
by the WSB package and by various price increases to offset the 
of that package. 

This is what we are budgeting: 


Earnings forecast, 1952 and first quarter 1953 
{In thousands ‘I 


1952 


First Second Third Fourth 
quarter! )| quarter quarter quarter 


s, net tons 966 , 037 1,058 1,049 


Income from operations after deducting all 
expenses incident thereto, except those ex- 
penses shown separately below $22, 647 


Provisions for depreciation, depletion, and amortiza- 

tior 9, 160 
Interest charges 757 
Provision for Federal income taxes &, 019 
Net income 4,711 


1 Actual. 


Mr. Moreetx. The following is what would happen to our net i: 
after giving effect to the WSB package: 


Earnings forecast, 1952 and first quarter 1953 


{In thousands] 


j 
| 


First Second | Third Fourth 
quarter quarter quarter quarter 


; | | 
Shipments, net tons... -.---. set teil 966 | 1, 037 1, 058 | , 049 


Cost of WSB package ! - $2,714 $5, 681 $8,583 | $10,098 
Income from operations after deducting all 
expenses incident thereto, except those | | 
expenses shown separately below ---- - --- 9, 933 , 904 , 190 | , 320 
Provisions for de pea, depletion and amorti- | 
zation : 4 . aekwms 3 ‘ 9, 160 , 017 | 2, 3, 017 
Interest changes . Bee toe | 757 827 | 963. | 957 
Provision for Federal income taxes ?___.._- eal 5, 908 3, 843 2, 55: , 798 
Net income..-_. a : os | 4,108 3, 307 7 , 48 


1 The cost of the WSB recommendations includes the indirect effect of increased wage costs on ! 
supplies, etc. on the basis of a straight line curve resulting in a full doubling of the cost of the wage 
at the end of 6months. The full effect of the WSB package would not be felt until July 1, 1953. 

2 The foregoing figures of Federal income taxes do not give effect to refunds of excess profits taxes 
in prior or future periods resulting from carry-forwards or carry-backs of unused excess profits tax ©! 
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Mr. Moreetx. In the tabulation below is shown the effect of the 
WSB wage package on our net income. We are also showing the 
increase in the reduced net income which would result from various 
price increases. 


1952 


obuecdiiae ncapeiiainsinivainiaaigratinniacpisnt SORE wnt 


ss . ry. . au T 
First Second Third | Fourth quarter 


quarter quarter quarter | quarter 


ed net income: 
At present prices and costs $4, 711 $5, 393 
Giving effect to WSB wage package 3 , 4, 108 : 


ffect of WSB package 603 
n net income resulting from price increases 
of shipments of 


of WSB package not felt until July 1, 1953 (price increases are ¢ 


Mr. Morretu. Those are the facts, gentlemen. I will agree that our 
earnings have been good in recent years when compared with some 
of the years in the ps ast. We can all be thankful that they were be- 
cause they laid the foundation for the present important expansion 
program. However, those earnings were and are now inadequate 
when compared to earnings of other industries with which we must 
compete for the investor’s dollar. 

[ have shown that we need adequate earnings to complete the 
emergency expansion program, to repay the huge financial commit- 
ments we incurred in meeting the Nation’s call for more steel, and to 
naintain our facilities in modern, competitive condition. 

“The steel industry is big and many people believe its size alone 
gives it strength. Nothing can be farther from the truth. Failure 
to earn enough to maintain financial strength would result in such 
weakness that the industry could no longer do the constructive and ex- 
panding job which is expected of it and which is essential for the 
conomy of this country. A strong, dynamic steel industry develop- 
ng under individual initiative is and should continue to be ‘a bulwark 
of strength to our industrial life and our national defense. 

Our company’s earnings are not excessive or evil, but are the foun- 

tion of the prosperity ‘and health necessar y for the good of all. 

We believe that the management of Jones & Laughlin has an ob- 
gation to our shareholders, our employees, our customers, and the 
Nation to keep this company strong and healthy. We believe in fair 
wages and salaries to our employees, fair prices to our customers, and 
fair dividends to our shareholders. In the long run, we will all go 
p or come down together. No group can profit at the expense of any 
other group for any length of time. If the stability of this company 
sto he maintained, all groups must have fair treatment. We will 
exert every effort to see that they get it. 

lf I were called upon to summarize the foregoing, I would say 
that the steel industry, as exemplified by Jones & Laughlin, faces a 
very serious problem. It must work out its destiny in the light of 
extremely heavy financial burdens which it has assumed at the request 
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of the United States Government. In order to do this, it is essentia] 


that it have freedom of action. If its wages, prices, and the distri} 


tion of its products are controlled by Federal agencies, there will re- 


sult, at best, a very difficult period and, at worst, a serious threa 
the survival of the industry under private enterprise. 


The CHatrman. We appreciate your coming down here. We ar 


sorry we had to delay hearing you. We will look for you tomor: 
morning at 10:30. 
Mr. Moreen. Thank you, sir. I will be very glad to be here. 
The CHairman. The committee will stand in recess until 10: 3) 
(Whereupon, at 5:30 p. m., the committee recessed to reconve: 
10:30 a. m., Thursday, May 1, 1952. 
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THURSDAY, MAY 1, 1952 


Unirep Srares SENATE, 
BANKING AND CURRENCY CoMMITTEE, 
Washington. Pd 

The committee met, pursuant to adjournment, at 10:30 a. m. in 
room 301, Senate Office Sea Washington, D. C., Senator Burnet 
R. Maybank (chairman) presiding. 

Present: Senators Maybank, Fulbright, Sparkman, Frear, Moody, 
Capehart, Dirksen, Bric ‘ker, Ives, and Schoeppel. 

The CuarrMan. The meeting will come to order. 

[ have called the meeting to order promptly because, as I stated 
vesterday, I made arrangements with Admiral Cochran ‘last week to 
be with him this morning in the Appropriations Committee and he 
has canceled all his engagements to come down here to discuss the 
budget for the Maritime Commission. 

Senator Fulbright was good enough to say that he would preside 
| would like to ask you one or two questions for the record before I 
vo over there. 

I do not have much time and I do not believe anybody will object 
if I go ahead. 

I want to ask you if you believe in collective bargaining ? 

Mr. Morrenn. I did not understand? 

The Cuatrman. Do you believe in collective bargaining ? 

Mr. Morrett. I do believe in collective bargaining; yes, sir. 

The CuairmMan. Do you believe that the Defense Production Act 
interferes with collective bargaining? 

Mr. Morrett. Insofar as the Defense Production Act provides for 
the control of wages and prices, I do believe that it interferes with 
collective bargaining; ves. 

The CrHatmman. Other witnesses who have appeared here have 
described it as a restraint. 

Mr. Moreetz. That is right, sir. That is exactly my view. 

It is quite obvious that if a union feels that by carrying its case 
to the Government it can obtain something more, it obtains all that 
t can from the industry, and then uses that as a platform from which 
{o move upward. 

Th ie CHARMAN. This is a rather difficult question, but what do you 
think would have happened if there had been no control law and the 
dispute had been satisfactorily settled by collective bargaining, 
which you state you believe in, insofar as the price of steel is concerned ? 

Mr. Morretu. If we had no control law, I believe we would have 
long since arrived at a settlement of this dispute, Mr. Chairman. 
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The Cuarrman. Do you think it would have materially increase 
the price of steel ? 

I said “materially.” 

Mr. Morerui. Materially? No, sir. Not materially, percentag 
wise. 

The Cuarrman. Would you care to estimate how much? 

Mr. Moreetz. I would say, as a guess—I am trying to remember 
now what we estimated would be the settling terms if we were left 
free to bargain. 

I would say it would be about 3 to 314 percent increase in the pric 
of steel. 

The CuarrmMan. How much a ton, would that be? 

Mr. Moreety. It would vary with the product. I would say about 
$4 to $4.50 a ton. 

The CuatrmMan. Do you think there is any legislation this co 
mittee could pass insofar as the Defense Production Act is concer: _ 
which would be helpful—under the labor disputes section in this pa 
ticular act? 

Mr. Morreti. My view has been consistent right along that settling 
of labor disputes should be taken out of the hands of Government 

The Cuarrman. When you were here yesterday, the circuit court 
had not acted. Now the circuit court has acted. By Friday, we may 
have another change. 

Do you believe that under the Taft-Hartley Act, if invoked at this 
late date, there would be a better possibility of settling this dispute. 
or do you think it is too late, now ? 

Mr. Moree. No, sir; I do not think it is too late, Mr. Chairman, 
because there is a very important element of the Taft-Hartley Le 
which has been entirely overlooked, I believe, or overlooked by most 
people, and that is the opportunity for the men themselves to registe 
in the secret ballot their views on the last offer of the companies. 

That has not been provided for in the steelworkers union’s post 
ponement of the strike. 

The Cuamman. Then you believe it might be possible to get this 
settled if the President would use the Taft-Hartley Act properly! 

Mr. Morreetn. Yes, sir; I do. 

The CuarrMan. Of course, it is needless for me to ask you about tly 
seizure because I am sure I know your answer. 

I was very much disappointed when it took place and very much ¢is 
appointed that the Taft-Hartley law was not used and collective 
bargaining given a chance. 

Do you believe that the W: age Stabilization Board used pene 
under the Production Act they ‘did not have, that rightly belong 
with the National Labor Relations Board ? 

Mr. Moreett. I did not understand that question. 

The CuarrMan. Do you believe that the Wage Stabilization Board 
had authority under the Defense Production Act to do what thie) 
did ? 

Mr. Moreetu. No, sir. 

The CuairmMan. Say, for instance, a union shop, which in my jud 
ment is the business of the NLRB? 

Mr. Moreetx. No, sir. The imposition of the union shop on the 
dustry, as recommended by the Wage Stabilization Board, had not 
ing to do with stabilization. 
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The Cuarrman. I am speaking purely of the Defense Production 
Act. Lam not speaking about legislation now being considered. 

Mr. Moreetx. That is right. 

The Cuarrman. Thank you. 

I will turn the meeting over to Senator Fulbright. 

If I can get back, I certainly will do so. 

Mr. Morretzi. Thank you, Mr. Chairman. 

Senator, may I make a few remarks at this point? I would like to 
call particular attention of the committee to some of the data which 
are contained in that part of my statement which I did no have a chance 
to read yesterday, but which I think are the meat of the coconut, as far 
as my statement is concerned. 

If the Senators will turn to page 2202 

Senator Frear. Mr. Chairman, if the Admiral decides to complete 
his statement from that, I move that he be permitted to do it. 

Senator Funsrienr (presiding). I would like to discuss a question 
about procedure. 

It seems to me we took a long time yesterday. I know the junior 
members get a little impatient. I have observed how other committees 
operate when they have a good many witnesses. 

[ like to see a limitation of time on the initial round of questions so 
that every member has an opportunity to at least ask a few questions 
and then on the second round, we will have much more time. At least 
that gives the junior members an opportunity to ask questions. 

I would like to know what the committee thinks about that ? 

Senator Dirksen. I do not get impatient, Mr. Chairman, I just get 
plain mad, because some members of this committee seem to try to get 
only one point of view presented with considerable vigor. 

I do not apologize for what I said to Senator Moody yesterday. 

Senator Futsrieut. I would suggest that the initial round of ques- 
tions be limited to 5 minutes. Then, we could return to open ques- 
tions. 

Senator Carpenart. It would be perfectly agreeable to me to give 
those gentlemen over there all the time they wish in this morning's 
session. 

[ suggest somebody telephone them and tell them we are holding 
hearings and have them come in and then when they get finished, 
I do not think it will take me more than 5 or 10 minutes. 

I suggest somebody telephone them. 

Senator Futprignr. What do you think about that procedure? 
Do you not think it would save a great deal of time? It would at 
least give every member one opportunity. 

[ suggest when we start questioning the admiral, each one limit 
his questions to 5 minutes. 

Senator Cargnart. I do not see how we can use your system unless 
iey are here. 

In other words, if we proceed here now, and then they dash in here, 
it might be difficult. 

Senator Futsrient. The admiral is going to proceed with a fur- 
ther statement. 

What do you think about that ? 

Senator Frear. Personally, Mr. Chairman, I think every member 
of the committee should be permitted to answer questions and when 


t] 
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he is given that permission, he should not be interrupted by sony 
other member of the committee. 

Senator Fu.tprientr. You then disagree with the limitation on the 
initial round ¢ 

Senator Frear. No, sir; I do not. I did not mean to indicate that. 

On the initial round, whatever time you specify for it, I think 
he should be permitted that time, and without any interrupting by 
someone else. 

Senator Futsricur. After we have completed then, we can return 
for further questions, if you want. 

I believe that is the way it would work out satisfactorily. 

Does that suit you, Senator Bricker? 

Senator Bricker. Yes, that would suit me. I do not intend to 
take up much time. 

Senator Futpricutr. You may proceed either to read it all, or point 
out what you particularly want to emphasize, because I think most of 
us have read the rest of it. 

Mr. Moreett. I would choose to do the latter, Mr. Chairman. 
because I think the Senators have read the statement, but I want to 
emphasize the table on page 2202, at the bottom of page, which 
shows the en earnings for our company for the first quarter of 
the current year and then the budgeted earnings for the second, 
third, and fourth quarters, and for the first quarter of next year. 

You will note that I have not totaled those up there, but the oo 
earnings estimated for 1952 is 21.3 million, and the earnings for th 
first quarter of 1953 is estimated at $6 097,000. 

Now, if you turn the page, turn to the next page, in the table o1 
page 2203, you will see that we have estimated the cost of the Wage 
Stabilization Board package. That cost in the first quarter is $2. 
714,000; in the second quarter, $5,681,000; in the third quarter $8. 
583,000; and in the fourth quarter, $10,093,000. 

In the first quarter of 1953 we estimate that that Wage Stabiliza 
tion Board package will cost. us $12,133,000. 

In the very last line, Mr. Chairman, you will see the net inconx 
account showing the cost of the Wage Stabilization Board packag: 
and you will note particularly that in the first quarter of 1953, where. 
before we had estimated earnings of $6,097,000, we now show esti- 
mated earnings of $384,000. 

The requirements for our dividend payment, common and preferred 
stock, are approximately a little over $3 million per quarter so tha‘ 
we will not even come close to making our dividend requirements 11 
the third and fourth quarters of the present 1 year and in the first quar 
ter of next year our earnings practically disappear. 

Now, if you will turn to page 2203, there is a table there which indi- 
cates what the effect of price increases would be on that earnings ” 
ture. We assume that price increases might be effective as of May | 
You will see that the effect of the Wage Stabilization Board packag 
there, in the third line, is repeated. Then we assume, resulting from 


price increases per ton of shipments of $1, $3, $6, $9, and $12 we calcu: 


late the effect on our earnings picture. 

In the second quarter of 1952 it would require $6 of price increase t' 
almost offset the effect of the Wage Stabilization Board package 1) 
that quarter. 
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In the third quarter of 1952, it would be somewhere between $6 
and $9, probably about $7. In the fourth quarter of 1952, it would 
be between $6 and $9, probably about $7.50, and in the first quarter of 
1953 it would require about $11 to offset the cost of the Wage Sta- 
bilization Board package in order to stay within our budgeted re- 
ceipts at the present time. 

Now, I call attention to the fact that the net earnings of our company 
in 1951 were approximate ‘ly $31 million and our budgeted net earnings 
for this year are approximately $21 million, a decrease of approxi- 
mately 33 percent. 

That leads me up, Mr. Chairman, to the concluding statement which 
{ made in my prepared statement, which I would like to read because 
| would like to emphasize it. 

If I were called upon to summarize the foregoing, I would sa: 
that the steel industry, as exemplified by Jones & Laughlin, faces a 
very serious problem. It must work out its destiny in the light of 
extremely heavy financial burdens which it has assumed at the request 
of the United States Government. 

In order to do this, it is essential that it have freedom of action. If 
its Wages, prices, and the distribution of its products are controlled 
by Federal agencies, there will result at best a very difficult period and, 
at worst, a serious threat to the survival of the industry under private 
enterprise. 

I believe that with all the force of my being there is a serious threat 
to the survival of the steel industry under private enterprise unless it 
has freedom of action to adjust its costs and its selling prices as it sees 
fit. 

Senator Futsricut. Admiral, to initiate our system I will start with 
) minutes. 

Admiral, did you participate in the collective-bargaining procedures 
with the unions ¢ 

Mr. Morten. Mr. Elliott, our vice president in charge of personne] 
relations, who is sitting here on my right, did participate, Senator. 

Senator Funsrieut. I would like to direct a few questions then to 
him, if that is proper. 

You are familiar with the offers and counteroffers that were made, 
Mr. Elliott ? 

Mr. Exssorr. Yes. 

Senator Futsrieur. What did the union originally demand of you 
in November, or at the start ? 

Mr. Evnxiorr. In the early meeting on November 29, the union pre- 
sented 22 demands couched in very, very general language. They took 
several succeeding meetings to explain “what that language meant. 
Along about the 10th or 12th of December they brought in, in writing, 
contract language which had been prepared in connection with the 
United States Steel Co.’s contract, and which in all instances did not 
fit the Jones & Laughlin situation. Sometime between the 16th and 

18th of December our company was officially notified for the first time 
what was the amount of the general wage increase demanded and what 
was the amount of the shift differential demanded. 
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By the 20th of December we were called to Washington befo: fin 


Federal Mediation and Conciliation Service and by the 22d o! 
cember we were certified to the Wage Stabilization Board. 


Senator Futsricur. Would you tell us what was the amount of the 
request or demand that they made upon you? Could you reduce it to 


cents per hour ? 


Mr. Ex.iorr. The total package we estimated would cost us in direc; 


employment costs 54 cents an hour. For all employees. For the tee! 
workers it was higher. 

Senator FuLsrienr. Could you reduce that to a table for the infor 
mation of the committee, showing just what that demand was / 

Mr. Extiorr. As to what the individual demands were / 

Senator Futsrieur. How you arrived at the 54 cents. Do you lia 
that in the way of a table? 

Mr. Exxiorr. I can get that provided to you. 

Senator Futsricur. I think the committee would like that in her 
I would like it, at least, in the record, for this reason: There has bee 
a great difference of opinion as to what was asked and what went on i) 
these negotiations, what they demanded and what you offered. 

If you have that calculated I would like to see that rut in the record 

Mr. Etxiorr. We have here a table of the losis 


} 


hour worked. The general wage-increase request was 15 cents whic 
an employment cost of 1634, and an increase of a half cent in the j 
class increment which is an ‘employment cost of 3.83. The elimin oti 
of any geographical wage-rate differentials we did not estimate becaus 
its imp: act on us is very ‘slight. 

In shift differentials they requested 10 cents for the second shift a 


15 cents for the third shift. That was a cost to us of 4.23 cents pe 
hour. Premium pay for work on Saturday and Sunday as such, tin 


and a half on Saturday, and double time on Sunday would have cos 


us 27.85 cents per hour. 

Senator Fu.sricur. Do you have the data to support that cost | 
you arrived at that you could put in the record ? 

Mr. Extiorr. Yes; we have supporting data we can file. 

Senator Futsricut. There has been a great difference of opinion 
these very facts. The union representatives requested the records 
your estimates of what it would cost you. Therefore, I think it woul 
be very helpful if you could put that in the record, if you have it. 

Mr. Extiorr. We can file a complete statement on the metho 
computation. 

Senator Futsrieur. Will you do that, then ? 

Mr. Euxiorr. Yes, sir. 

Senator Fu.erigut. It is a little involved to go into that at the m 
ment but I want it for the record so the staff and committee can stil) 
it, if you will do that. 

"Mr. Exuiorr. We will. 

(The information requested follows :) 


S in the cost pel 
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cost pe 


1. Nun 
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In answer to this question we are submitting three exhibits, with explanatory 
notes: (1) Basie data, (2) cost per hour of original union demands, and (3) 
cost per hour of Wage Stabilization Board wage package. 


Exursir 1 


a data used to determine hourly cost of USA- 
C 10 demands and Ww. S. B. package shown on erhibits 2 and 8 


(Data based on 12 months ending September 30, 1951) 


Number of wage earners in steel plants__ - 25, 550 
Average number of wage earners in steel pli ints who worked on 
the 6 holidays now provided in a year_- witb’ —— 14, 53 
; Total hours worked by wage earners in steel pli ints ee ae, 52, 148, ‘“ 
Used_ ; sins that sks scaisilaeae tied 52, 100, 000 
Hours worked by wage earners in steel plants on all Saturdays 
in the year__ = 
>, Hours worked by wage earners in 1 steel plants on all Sundays in 
the year.._-_- Seteceies aes 
5, Straight time average hourly earnings (includes incentive earn- 
ings and shift differential) - Biintiinn act aia te seem 
verage straight-time pay for a di iv (8 hours by $1.765) 
s Average time and one-half pay for a day (12 hours by $1.765) ___-_ 


EXHIBIT 2 


Jones & Laughlin Steel Corp.—Original economic demands and average cost per 
hour worked 


{The cost of union demands Nos, ?, 3, 5, 8, 10, and 11 was 


Average coct per hour 


worked 





neral wage increase of 
5 cents per hour_....... 
Increase of 4¢ cent in job class increment 
lifferential premiums of 10 cents for the second shift and 15 cents for 
third shift, an increase of 6 cents and 9 cents, respectively 
um pay for work on Saturday or Sunday as such, Saturday at time 
d one-half, and Sunday at double time (note A attached 
aid holidays. For any work performed on any of those 8 holidays, 
nployes would receive 24¢ times the straight-time wage rate. The 
ent contract provides 6 holidays at time and one-half pay for only 
se employes who work (note B attached 
m allowances to be increased 





Present Proposed 


eneth of continuous service 
Length of continuous . allowance | allowance 


Weeks Weeks 
year or more 
> years or more 
) years or more 
5 years or more 
5 years or more 


cost per hour worked for the proposed increase in vacations is 


otal cost of those demands on which cost has been estimated 


iding additional cost of existing overtime premiums, pensions, social security, and va 


96315—52—pt. 4-17 
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NOTES TO EXHIBIT 2 
Note A—Cost OF PREMIUM PAY FOR SATURDAY AND SUNDAY WORK 


The 27.9 cents for employees represented by USA-C10 was determined by increasing the existing 
for Saturday and Sunday work as follows: 


Saturday and Sunday payroll for 12 months ending Sept. 30, 1951 
(nearest $1,000) 


For hours paid for ¢ For overtime hours paid at time and 
straight time one-half 


Saturdays $8,200,000 $5,236,000 
To be time and one- | Increase by ' No increase (already at 1‘ time) 
half 
Annual increase $4,100,000 
Sundays $7,480,000 $1,291,000 
To be double time Increase by 100 percent__._| Increase by 44 (19 to double time) 
Annual increase $7,480,000 $430,000 


Total 


(1) Dividing $12,010,000 by 52.1 million hours per year gives 23.05 cents per hour. 

(2) Inereasing 23.05 cents by 12.6 pereent for the effect of increased wage rates by demads | and 
25.95 cents. 

(3) The incidental cost effect of social security, pensions, and vacations increases the 25.95 cent 
percent giving 27.85 cents: Call 27.9 cents. 


NotE B—Cost oF Patp HOLIDAYS 


Total Cost of 8 paid holidays per year 
Not worked, 25,550 employees by 8 days by $14.12 
Add for those who work holidays, 14,534 employees by 8 days by $21.18 


Total annual cost 
Present cost of 6 holidays per year: 14,534 employees by 6 days by $21.18 
Additional cost per year (or the difference) 


(1) Dividing $3,501,788 by 52.1 million hours per year gives 6.72 cents per hour 
(2) Inereasing 6.72 cents by 12.6 percent for the effect of increased wages by demands | and 4 gives 7 
(3) The incidential cost of social security and pensions increases the 7.57 cents by 3.5 percent, gi 


cents: Call 7.8 cents 
visions 
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—— 


EXHIBIT 3 


Tones & Laughlin Steel Corp—Cost of Wage Stabilization Board package after 
Jan. 1, 1953 


Average cost per hour 


Employee 
represented 4 Lemploye ~ 


by USA-CIO 


Cents Cents 
A general wage increase of 17'9 cents per hour 19.5 20.7 
4 Shift differential premiums of 6 cents for the second shift and 9 cents for the 
third shift, an increase of 2 cents and 3 cents, respectively 1.4 1.0 
Premium pay for work on Sunday as such, at 1}4-time pay (note A 
ittached) 43 3.1 


Six paid holidays. For any work performed on any of those 6 holidays, 
employes would receive 2 times the straight-time wage rate. The present 
ontract provides 6 holidays at time and one-half pay for only those 


employes who work (note B attached) 4 2.4 
. Vacation allowances to be increased 
Present Proposed 
Angth of co uous service 
Lengt ntin — allowance allowance 
Weeks Weeks 
1 year or more l I 
5 years or more 2 2 
15 years or more 2 , 
25 years or more 3 } 
Phe cost per hour worked for the proposed increase in vacations is -- 1.0 ) 
lotal cost 2y. ¢ 28. 1 
Including additional cost of existing overtime premiums, pensions, social security, and vacation pro- 


visions, 
NOTES TO EXHIBIT 3 
Note A—Cost oF PREMIUM PAY FOR SUNDAY WORK 
1.3 cents for employes represented by USA-C1LO was determined by increasing the existing payroll 


r Sunday work as follows 


Sunday Payroll for 12 Mos. Ending ¥-30 


rotal An 
nual In 
For Hours Paid For At crease 
. ; or Overtim ours Paid at Time « 
Straight Time For er e Hours Paid a . 
l cost was (to | $7,480,000 $1,291,000 
st $1,000 
time and one Increase by 4 No increase (already at 1'o time 
rter (11 
4 
ia] increase . | $1,870,000 | $1, 870, 000 


Dividing $1,870,000 by 52.1 million hours per year gives 3.59 cents per hour 

Increasing 3.59 cents per hour by 10.6 percent for the effect of increased wage rates by benefits unde 
demands 1 and 4 gives 3.97 cents per hour. 

rhe incidental cost effect of social security, pensions, and vacations increases the 3.97 cents by 7.33 
percent, giving 4.26 cents: Call 4.3 cents 


Note B—Cost or Patip HOLmpAyYs 


st of 6 paid holidays per year 


Not worked, 25,550 employes by 6 days by $14.12 $2, 164, 596 
ld for those who work holidays, 14,534 employes by 6 days by $14.12 1, 231, 320 
otal annual cost 3, 395, 916 
t cost of 6 holidays per year: 14,534 employes by 6 days by $21.18 1, 846, GSI 

iLional cost per year (or the difference) 1, 548, 935 


Dividing $1,548,935 by 52.1 million hours per year gives 2.97 cents per hour 
-) Increasing 2.97 cents per hour by 10.6 percent for the effect of increased wage rates by benefits under 
demands 1 and 4 gives 3.28 cents. 
ie incidental eost effect of social security and pensions increases the 3.28 cents by 3.5 p it ziviag 
3.39 cents’ Call 3.4 cents. 
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Senator Furtsrigut. What they asked for, you considered wou! 
cost you 54 cents an hour; is that correct ? 

Mr. Exxiorr. Yes. 

Senator Futsricut. What did you offer them in return? 

Mr. Ex.iorr. We made no monetary offer to them as such and for 
very good reason. 

Senator Futrricnt. Why not? 

Mr. Exxiorr. When you are bargaining collectively, you do not gi 
away your ace in the hole in the ‘form of money until you get some 
of the things that you want. There were in this case something ov 
100 issues, many of which were important to the management i 
operation of the plants. We attempted to get somewhere on itis b 
there was no opportunity to do that. We could not arrive at any meet 
ing of the minds on those points. 

Senator Futsrieut. My time is up and I will reserve further qu 
tions until later. 

Senator Carenart. Your questions are very good. Do you hav 
more ? 

Senator Futsrient. I will return to those questions later. 

You have 5 minutes. 

Senator Carenart. You said time and a half for Saturday a: 
double time for Sunday would cost 2714 cents an hour? 

Mr. Exuiorr. Yes. 

Senator Carenarr. Do you work 7 days a week in your business / 

Mr. Exxiorr. Yes, Senator, we work 7 days a week and three tur 
per day on many of our operations. 

Senator CarenHart. Do you work on the b: asis of shifts of 5 day 
week each? That is, does the man work 5 days? 

Mr. Exxiorr. We are crewed so that each man works five 8-hour 
days normally a week. 

Senator CAPEHART. -_ the same men work every Sunday ? 

Mr. Exxiorr. No, si 

Senator CareHart. The men alternate Sundays; is that it? 

Mr. Exn.sorr. That is correct. 

Senator Carenartr. Their demand was for double time on Sunda 

Mr. Exviorr. Sunday, as such, and time and a half for Saturday, : 
such. 

Senator Capenart. That would be the equivalent, then, of gettir 
days a week work, but paying for 8 days? 

Mr. Exniorr. Yes, it would. 

Senator Carenart. On Saturdays, it would be the equivalent of 
paying for an extra half day wor ked ? 

Mr. Exuiorr. That is correct. 

Senator Capenarr. What percentage of your men_ work 
Sundays? 

Mr. Exxiorr. Senator, I will have to look that up. We calculated 
it on the basis of the hours. 

Senator Caprnart. I know it is very simple to calculate but the) 
do not all work on Sundays. How many; perhaps 50 percent of t 
shift ? 

Mr. Exxiorr. You have each man working 40 hours and you have 
enough crews to work 7 days so that you would probably have—well 
I won't guess. I will look it up and put it in the record. 
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(The information requested follows :) 


Practically all of our wage earners work on Sunday. Not every Sunday of 
course. The use of “swing shifts” means that most of our men work some 
Sundays. 

The continuous operations such as coke ovens, blast furnaces, open-hearth 
furnaces, and utilities such as steam plants, work three turns a day, 7 days 
a week. Finishing facilities generally are working 19 or 20 turns with the 
“off” turns used for maintenance. These “off” turns are usually scheduled on 
Sunday if possible. Consequently, our normal complement of men working on 
any given Sunday is about 45 percent of our regular force. 

Senator Carenarr. You are, of course, familiar with the formulas 
that the Wage Stabilization Board has established for increasing of 
wages, What they call automatically, like a cost-of-living increase. 

Mr. Exuiorr. Regulations 6 and 8? 

Senator CarpeHart. Yes. 

How much would the steelworkers in your company have been 
entitled to in the way of an increase under those two formulas ? 

Mr. Exxiorr. At the time of the negotiations in December my recol- 
lection is that it would have been 5.9 cents per hour, and as of the 
time ef the Wage Stabilization Board’s award my recollection is that 
t would have been approximately 7 cents per hour. 

Senator Carrnarr. What price increases have you officially re 
quested from the Office of Price Stabilization ? 

Mr. Exxiorr. I would like to say in my position of negotiation that 
I was not involved in the price negotiations. 

Senator Carrnartr. What price increase have you actually, officially, 
asked for ? 

Mr. Morreti. We have not asked for any, Senator. 

Senator Carenartr. What price increases are you entitled to, if 
any, under the so-called Capehart amendment ? 

Moree... We have been informed now that we are entitled 
to approximately $2.84 a ton across the board, which would be di- 
vided up as a percentage, as I understand it, among the various 
products. 

Senator Carrnarr. Now, how many different categories of steel 

you sell? I mean what prices? For example. you do not sell all 
our steel at the same price? 

Mr. Morreti. Several hundred, Senator. 

Senator Carenarr. Would you say it varied from $90 to $1,000 on 

cial steel ? 

Mr. Morreetz. We do not make the special steels. 

Senator Carenart. What is your lowest price per ton and your 

chest, if you can remember ? 

Mr. Morrety. I would say from about $80 to $180. 

Senator Carpenart. From $80 to $180. 

ls it your underst: anding that the offer Mr. Arnall made under the 
Capehart amendment, approximately $3 a ton, that that is to apply 

e low-price steel as well as the $180 steel ? 
. Moreeti. They proposed to work it out on a percentage basis, 
tie I think it 1s $2.6 percent. 

Senator Carrnarr. Did you furnish them the figures for working 
that out ¢ 

Mr. Morerti. Yes, sir. Well, we had furnished figures before but 

in connection with this recent determination. 

Senator Capenarr. You have had those figures before ? 
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Mr. Moreen. Yes. 

Senator Fursricur. Your time is up and you may come back. 

Mr. Morrext. Mr. Stephens is going to cover all the labor aspects 
of this situation and I would like to suggest that the matters having 
to do with the labor rates and the cost of the various demands are 
going to covered in detail by Mr. Stephens. 

Senator Fursricut. We would like the material requested of M: 
E lliott as well as Mr. Stephens. 

Mr. Morrety. All right. 

Mr. Sreriens. I have a statement, gentlemen, and the statements 
I have heard so far encompass the answers of a great many questions. 
It might be well for me to make my st: itement now and you could 
question us later. 

Senator Futsricnr. Do you have any questions, Senator Sparkman ‘ 

Senator SrarkMaNn. I have a great many questions I would like 
to ask. 

Admiral, I read your statement and listened to the part that you 
read yesterday, with a great deal of interest. One thing I would like 
to ask you about was rel: ating to your objection to the stand: urd that 
had been laid down, the Eric Johnston formula, That was in the 
letter you addressed to Mr. Putnam. 

Mr. Extiorr. Yes, sir. 

Senator SparKMAN. In 1942, when the Emergency Price Contro! 
Act for World War II was pt assed, we used the same 1: inguage that we 
used in the Defense Production Act of 1950, about the general fair 
and equitable treatment. 

OPA under that act likewise went to the excess profits tax to work 
out its formula as to the three best base years, from 1936 to 1939. 

Now the Emergency Court of Appea ls passed on several issues that 
arose out of that. In other words, it became more or less tested. 

Then in 1950, in adopting the Defense Production Act, we went 
back and used the same thing, and the OPS again went to the excess 
profits tax to adopt its standard: If that is something we have used 
and followed the same procedure, why is that not just about as good 
an arrangement as you can work out ? 

Before you answer, let me add this second question, too: If you do 

complain about them, do you not think instead of directing you 
coum uint to OPS it should be directed to Congress? I think you 
would agree that OPS has probably done the natural thing in follow 
ing the precedents established during the Second World War. Th 
committee, apparently, decided that that was a pretty good thing 
because we adopted the exact language. 

Mr. Morreii. In answering your first question I will say this, Sena 
tor, that the excess profits tax is calculated after accelerated amor- 
tization. 

The purpose of the excess profits tax is just exactly what its name 
implies; namely, to determine what the tax will be. 

The purpose of the Eric Johnston earnings standard formula is to 
control profits. It is obviously not to control prices. But again | 
come back to the fact that in calculating the excess profits tax, the 
taxes calculated after accelerated amortization is included as a cost of 
doing business. 

Now with respect to your second question, I would like very much to 
enter into the record a telegram which I sent to the chairman of this 
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committee. I did exactly what you suggested, Senator. I sent this 
telegram to Senator Maybank, on March 7, and it is very short and I 
would like to read it. I said: 


I regret that because of the meeting of your committee today I was unable to 
personally present to you my views on the current wage-price dispute in the steel 
industry. It appears from statements made by certain Government officials 
that they believe that the wage issues between the steelworkers union and the 
companies can and should be settled without consideration of the abilities of 
the steel companies to carry the increased wage costs. I have stated my posi- 
tion to the wage panel, to Mr. Feinsinger, and to other Government officials that 
the propriety of any wage increase regardless of amount must be considered in 
the light of the ability of the companies to pay the increase without impairing 
their financial stability or incurring the risk of bankruptcy. 

On February 19, last, the Office of Price Stabilization released a statement 
entitled, “Application of OPS Industry Earnings Standard,” which indicated 
that the so-called Eric Johnston standard for industry earnings issued in April 
1951 would be adhered to by the present administration of OPS. 

[ maintain that the standard therein defined is unfair and impractical and 
constitutes a breach of good faith by the Federal Government 

The standard adopts as the base period for computing earnings the 4 years, 
1946-49. This is a period when the steel industry had not yet begun to emerge 
from the depressed earnings status which had been forced on the industry by 
Government controls during the war period. 

Furthermore, the standard uses for its computations a nonexistent entity 
which Mr. Johnston called profits before taxes. 

There is no such thing. Profits are not profits until all of the costs have been 
deducted from income. Unfortunately, taxes are one of the major costs of doing 
business today. It is just as logical to speak of profits before taxes as it would 
he to speak of profits before wages, or profits before any other cost of doing 
business. 

In addition, Mr. Johnston excludes from permissible costs all charges for 
accelerated amortization of plant facilities. This, I believe, to be a breach of 
good faith by the Federal Government. The Congress, by the Revenue Act of 
1950, established the policy of granting certificates of necessity for accelerated 
amortization of plant facilities. The purpose as I understand it was to encourage 
the investment of private capital for plant expansions for the national defense, 
thus relieving the Federal Treasury of these financial burdens. Our company 
accepted this action in good faith and upon receiving certificates of necessity 
for certain major facilities, we borrowed large sums of money to finance one of 
the largest expansions in the steel industry. Our total construction program 
will cost in excess of $400 million. If now the Federal Government proceeds 
to welch on its commitments by employing devious and ambiguous formulas 
such as that embodied in the Johnston standard referred to above, I believe it 
is pertinent to ask whether any commitment of the Government can henceforth 
be relied upon. Wage costs and price structures in the steel industry are tied 
together as firmly as were the Siamese twins. Any attempt to cut them apart, 
even by the most skillful and well-intentioned surgery would be fatal to both. 
That is, we would have neither wages nor prices left and the solid core of the 
American economy would be destroyed. 

[ hereby submit my earnest plea that your committee take action to prevent 
the emasculation of the steel industry which is the basic industry of America 
and which has served our Nation well and faithfully in war and in peace. 

| eae yours. 


L did exactly what you recommended, Senator. I brought my 
problem to the C ongress. : 
Senator SparkMan. You ; say that the steel industry during that 
base period had not fully emerged from the depressed conditions of 
earlier controls. 

Mr. Arnall testifying before us said that those 3 year s—1947, 1948, 
and 1949—were the best 3 years the steel industry h: ad had since 1918, 
if I reeall his testimony correctly. 

_ Mr. Morerty. I do not have the figures back to 1918 for the steel 
industry, but the best year Jones & Laughlin ever had was in 1950 
and J believe that year is the best year for the industry. 
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Senator SPARKMAN. Yes; but that was prior to the base period 

Naturally, and I think you will agree with us, the outbreak of Kore: 
came in 1950, and whatever we tied to that, predated it and I assume 
that is why they took years 1946, 1947, 1948, and 1949 and allowed th. 
industry to pick the three best years. 

Mr. Moreetu. That is correct. 

Senator SparkMan. Of course, that was the same theory that 
backed up the excess profits provision on that same line. 

Another thing, this applies to the industry as a whole rather + 
to individual companies. 

Mr. Morereuy. That is right. 

Senator SpARKMAN. Now Mr. Arnall gave us a chart. I do 
know whether you have seen this chart. (See p. 2015.) 

Mr. Moree.z. No, sir; I have not. 

Senator SparKMAN. It does show those years to be very good. 
does show some good years back here in the middle forties. At least, 
it went up to a ‘peak and went off to a nice plateau for 1 year ai 
then down pretty sharply. 

Senator Fursricur. Your time is up for the moment, Senat: 
Sparkman. 

Senator Bricker. 

Mr. Moree. May I point out one thing, Mr. Chairman? We |! 
never suggested that wages should be held to 85 percent of the peri 
selected by Mr. Arnall. If it applies to industry why shoul In’t 
apply to labor? 

Senator Funtsrient. Senator Bricker 

Senator Bricker. You are closed down at the present time? 

Mr. Morre.ti. Yes; we are closed down, Senator. 

Senator Bricker. All the other companies are ¢ 

Mr. Moreen. I believe all major companies are closed down ; 
sir. 

Senator Bricker. Do you have any estimate of the amount of tax 
the Government would lose if this wage schedule were put into eff 
and your prices were not increased ? 

Mr. Morrett. We did have an estimate; yes, sir. 

I think the Senator is interested in the reduction for the indust 
I think it came out to about $1 billion. I would have to put tha 
the record, Senator. We calculated it for the 54-cent demand Mi 
Elliott mentioned earlier in the meeting, but we did not calculat: 
on the basis of the present Wage Stabilization Board package. 

Senator Bricker. If you could do that, I would like to have in 1 
record the amount of taxes the Government would lose if the pac 
were put into effect and you were given no increase. 

Then, also, the amount that would be lost by the Government 
taxes if the package were put into effect and the Capehart for 
were applied for your increase in prices. 

Mr. Morertt. We can calculate that quite easily, because we | 
the effect on our own company, and it is more or Jess typical throu 
out the industry. 

Senator Bricker. You say there has been no application made 
Capehart increases on the part of the individual industry compa: 

Mr. Morereii. No, sir; there has not been. 

Senator Bricker. Was there any opposition on the part of the 1! 
dustry to the application of the Capehart amendment individually 
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or per-ton unit of the various kinds of production as against the across- 
the-board increase ? 

Mr. Morreti. No, sir. May I explain a little bit about the Cape- 
hart amendment? The industry signed « voluntary agreement to hold 
the price line with the DPA. T hat agreement was in effect when 
this wage demand was presented to the industry. It was agreed that 
there would be no ch: ange in prices without a 20-day prior notification 
to the Defense Production Administration, and that resulted in a 
freezing of prices on the part of the industry. 

When this wage demand came into effect, I saw Mr. Putnam and 
ater Mr. Arnall, and the ‘vy were urging that the industry me in and 
take the price adjustment which was due them under the Capehart 
amendment. 

rhe industry did not do that because it was still following the policy 
of trying to hold the wage and price line, and we also felt very strongly 
that once the adjustments under the Capehart amendment were ac 
cepted by the 9 ers there would be no further adjustment regard 
less of the size of the wage package. Our bargaining position would 
then have been destroyed. 

Senator Bricker. Mr. Brubaker testified if you should take it on a 
ton basis in the various products without applying the Capehart in- 
crease across the board that it would raise competitive factors and 
your price structure would be upset. 

I< there anything to that? 

Mr. Morreit. If we would take it on a per-ton basis? 

Senator Bricker. That is right. 

Mr. Morreti. That would not be fair, Senator, because some of the 


high-priced steels use up to 80 or 90 man-hours per ton, while we cal 
culate for ordinary carbon steel that we use 20 man-hours per ton. 


To have just a flat-price increase per ton would be an undesirable 
thing. 


Senator Bricker. If you were given a complete price increase that 
you say would be necessary as a result of the package wage increase, 
and considering that you said you would be operating at the end of this 
year at 90 percent of capacity, would you be able to maintain such a 
price because of the competitive situation in the industry ? 

Mr. Moreriti. We would for certain products, Senator. 

Senator Bricker. But only for certain products. What are those 
products mainly ? 

Mr. Morrenn. Well, it would depend on how the market moves. 
For example, cold-rolled sheets. if the automobile industry were 
turned loose, we feel we could maintain the price. Or cold-drawn 
bars. On wide-flange heavy structurals, I am informed they are in 
short supply and will continue to be in short supply. Evidently the 
price could be maintained on them. 

Senator Bricker. Mr. Brubaker testified the industry made no 
objection to submitting the whole problem to the Wage Stabilization 
Board. Is there any basis for that assumption ? 

Mr. Moreeitt. We would not accept the decision of the Wage Sta- 
bilization Board or their recommendation as binding upon us, but 
the industry, as far as I know, did not object to having the problem 
considered by the Wage Stabilization Board. 

Senator Bricker. Of course, it could not be binding because the 


rd had no statutory basis at all. 
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Mr. Moreeiu. That is right, sir. 

Senator Bricker. I have one further question. 

Mr. Brubaker also testified that you were not opposed as an in- 
dustry to the union shop, that you only wanted to use it for bargaining 
purposes in the monetary aspects of the whole problem. Is that true / 
I think Mr. Brubaker testified to that. 

Mr. Moreetx. That is not true, Senator. As far as Jones & Laughlin 
is concerned, we have publicly announced our position in oppositio) 
to the union shop and I believe that the other major companies have 
done so, or most of them, I know that the United States Steel Co. has 
done so, in a speech by Mr. Fairless, and others have done the same 
thing. 

Senator Bricker. I think Mr. Harris supported him in that state 
ment that it was being used for negotiation purposes only. 

Mr. Moree. That is not correct, sir. 

Senator Futsrieutr. Senator, your time is up. 

Senator Frear 

Mr. Morreti. Senator, may I answer one thing? I find here a 
calculation by our negotiating committee in which it says, “About 
three-quarters of the proposed billion dollars cost increase of tli 
Wage Stabilization Board package would come out of taxes now paid 
to the Treasury.” The remaining amount would come out of the com 
pany’s profit, so $750 million is the answer to your question, Senato: 
Bricker. 

Senator Bricker. That would actually be the loss to the Govern- 
ment if the package were put into effect and no price increase were 
granted. 

Mr. Morreti. Yes. Now, we have to calculate what the effect would 
be if the Capehart increase were granted. 

Senator Bricker. Thank you very much. 

Senator Futsrieur. Senator Frear? 

Senator Frear. Admiral, in your testimony yesterday you gave as 
a comparison on table 3 the par value of preferred stock where you 
used the market value of common stock. Is the market value of pre- 
ferred stock much different at the present time than when this table 
was calculated from the par of the preferred stock? 

Mr. Moreeti. Ours is selling under par, Senator, but they rw 
around 90 or 95. 

Senator Frear. Would it make any significant change in table 
were it based on the market value rather than the par value of the 
stock contained in this table ? 

Mr. Morereiy. No, sir; it would not. 

Senator Frear. What do you estimate the cost to the steel 
panies has been so far for the shut-down in the steel industry / 

Mr. Morreti. That would be a difficult figure to arrive at. 

Senator Frrar. Would you want to make a guess in dollars and 
cents ¢ 

Mr. Moreeti. I would not like to make a guess or insert that 
the record. I would not want to make a guess now. 

Senator Frear. All right, sir. 

Can you make a guess on what the cost has been in tons of steel ‘ 

Mr. Moreen. Well, I know that, sir. The slowing down of the 
steel industry in anticipation of Mr. Murray’s strike on April 9 cost 
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the industry slightly over 900,000 tons of steel, which is approxi- 
mately 3 days’ produc tion. 

Now, that was the cooling off of the furnaces and then bringing 
them back slowly to full production. 

Senator Frear. If that be the case and if the strike continues for 
9 or 3 weeks, do you have any idea that that would change your 90- 
percent basis as you had stated yesterday? What would be your per- 
formance at the end of the year—that is, production of 90 percent 
of capacity ¢ 

Mr. Moreety. If we had a prolonged strike ? 

Senator Frear. If we had a prolonged strike of 8 or 4 weeks. 

Mr. Moree. I would say that if there is a prolonged strike and 
if the economy is turned loose, the demand for steel would pick up. 
But you never regain that loss, Senator, that you have from the 
strike. That is a permanent loss. 

Now, Mr. Elhott tells me that the estimated loss to the industry is 
9 million tons a week. 

Senator Frear. I think I realize on 1 million tons every 3 days, if 
you will only be operating at 90 percent of capacity at the end of the 
year you have that 10 percent of capacity within which to overcome 
part of the million tons lost every 3 days in this period of seizure or 
strike. 

Mr. Moree. That is correct, sir, but the period of seizure, or strike, 
would greatly harm the whole economy and work harm to fabricators 
so their accumulated demand is not the amount of steel that they did 
not get during this period. That demand is not backed up because 
they “have suffered losses, you see, 

Senator Frear. Then the demand is not there. If they do not,get 
the steel when it is on order, or during this time, then th: at dem: and 
is gone and at the end of that period you would only have the demand 
as though you had been in operation during that time ? 

Mr. Moreen. Not exactly: no, sir. There is some backing up of 
demand, but it is not the full demand. 

Senator Frear. What, in your opinion, would have happened last 
November or December had the wage increase to the steelworkers 
been based on 12.5 cents an hour, effective at the termination of the 
contract with the steel companies, with another 2.5 cents an hour 
added July 1, 1952, with the steel companies being permitted to take 
advantage of the cost in their product by the so-called Capehart 
amendment, all other points of disagreement being subjected to col- 
lective bargaining? 

Mr. Moreen. Would you add to that 121% cents an hour those so- 
called fringe benefits ? 

Senator Frear. No, sir, just a straight increase of . 214, cents an 
hor ur plus an additional 21% cents an hour at the end of 1952 and the 

crease that you would be permitted to charge for your - ‘oduct, that 
which would come under the so-called Capehart amendment, all other 
things in dispute being returned to the employee or employer to be 
settled by collective bargaining. 

Mr. Morrety. The 121% cents an hour would have cost us in direct 
wage costs about $2.50 a ton, so that if the figure of $2.84, which is 
mentioned by Governor Arnall, is correct, we would have been more 
than compensated for the direct cost, but we would not be compen- 
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sated for the indirect cost which we know from past experience, S 
ator, doubles up within a period of 5 months. 

Now, in these tables which I have presented here, I have assun 
6 months. I wanted to lean over on the liberal side. So we would 
actually suffer a loss of approximately $2 a ton on that first incre 
after a period of 5 months. 

On the second increase we would suffer a loss of $3 a ton. in row 
figures, after a period of 5 months. 

Senator Frrar. Do you think the steel companies would have 
cepted that or rejected that? 

Mr. Morreti. That I cannot say, Senator. I think there is a ce) 
tain price that the steel companies would be willing to sacrifice in { 
interests of peace and because we are in an emergency. 

Senator rear. Yes, and I think the steel companies would have 
sacrificed a little bit in their profit column to have maintained po- 
session of their steel mills. 

Mr. Moreetu. As I say, in the interests of peace. 

Senator Fuisricur. Senator Ives. 

Senator Ives. In your judgment, would the steel companies have 
agreed to the recommendations of the Wage Stabilization Board 
with respect to the increase in wages and the benefits, and so fortl), 
if the steel companies in turn had been permitted, or were to be per 
mitted, to have set the prices they might desire ? 

Mr. Morre.b. Vo you include the union shop in that? 

Senator Ives. No, I am not including that. That is something that 
is a part of collective bargaining, itself. No, I am not including thie 
union shop. 

I am just talking about the increases in wages and the addition 
benefits which are recommended by the Wage Stabilization Board 

If you were allowed to set the prices, you desired, would you agree 
to those ? 

Mr. Moreett. I would not do it without a terrific struggle, Senator, 
because I think that those recommendations are inflationary and that 
eventually, once they became fixed in our wage pattern, we would not 
be able to capitalize on the large increases in prices which would be 
necessary to offset those wage costs. 

Senator Ives. How large an increase in price would you have to 
have to offset ? 

Mr. Morreti. Well, I pointed that out, Senator, in the table. 

Senator Ives. I know you did, but I would like to have it here a! 
this point in the record so we will have it. 

Mr. Moreriy. I indicated that in the first quarter of 1953, we 
would have to have a little over $11 a ton to compensate for the fu! 
cost. 

Now, the full effect of the Wage Stabilization Board package 
would not be felt until July 1, 1953, on the basis of the assumptions 
which I made and which I mentioned to Senator Frear. 

That is that the indirect costs begin immediately when the wage 
package is put into effect, and then reach their maximum 5 mont!is 
afterward. 

Senator Ives. However, as you know, this recommendation his 
been made and I think the very fact that it has been made, eve! 
though it does not carry with it the force of the law, is a powerful 
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influence, and I think it is something that you have to reckon with, 
regardless of what may eventually materialize. 

| dare say, that you might find some price level that would be less 
than the $11 and some cents that you indicate, if you had to do it, in 
order to reach agreement. 

You would not go so far as to refuse to go along on these wage 
recommendations and benefit recommendations if it was going to land 
you in a strike, even though you had collective bargaining and were 
free to bargain ¢ ‘ollectively as you desired; would you ¢ 

\Ir. Morrens. That is exactly the intent of my answer to Senator 
Frear’s statement, that we would bargain, we would attempt to cut 
down the wage package, and we would settle for something less than 
the full $11 a ton. 

Senator Ives. You would attempt that, but if you found you could 
not do it beeause the recommendation will be made, you probably 
would not land the matter in a strike situation, would you 4 

Mr. Morrrtn. Probably not. 

Senator Ivers. Well, that is what I thought, and that is very impor 
tant. 

| have just one more question. Do you have any idea that you are 
voing to have controls for the rest of this year ? 

| think you said something in your prepared remarks yesterday 
that controls were not ne« cessary where steel is concerned, either price 
r wage. 

Mr. Morretn. Yes, sir; that is right. 

Senator Ives. Do you think the price of steel would stay down with- 
out controls ¢ 

Mr. Moreewx. | think the price of steel might rise for a period, for 
a short period, and then eventually would come down, provided we 
were not subjected to very large wage and other costs, such as, for 
example, the materials and services that we buy, including freight. 

Senator, [ must be completely candid with you and state that I 

ve never believed in controls. I do not think they are necessary. | 
think they are evil. 

| think they restrict the free economy and eventually do harm to 
lof us. I think that the only way you can make controls work is 

suse compulsion, and it gets you into exactly the kind of a fix we are 

n today, with collective bargaining being superceded by the action of 
the district court and the court of appeals and now, eventually, the 
Supreme Court. 
That is an inevitable sequence and I have made no secret of my 
I have stated it repeatedly. I stated it in an interview with 
United States News and World Report in 1950. I stated it in a 
statement to this committee in August 1949. 

I made that very same statement. I think controls are evil. They 
“ evil in the sense that they are not immoral, except as they violate 
what I call the natural law, that man should be free to work out his 
own financial destiny. 

But the ultimate effect on our whole economy is evil. They are 

‘ictive, they keep people from doing what they want to do, which 
itimately is best for the whole economy. 

Senator Ives. You are talking now about a free economy where we 

not tied into an emergency period. I agree with vou that in a 
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strictly free economy that is correct, but, on the other hand, I do not 
think you would go so far as to say ‘that the price of steel, if we had 
no controls at the ‘present time, would be lower than it is at the present 
time, would you? 

Mr. Moree. Yes, sir. 

Senator Ives. It would be lower? 

Mr. Moreetx, Yes, sir. 

Senator Ives. In other words, you think controls have caused the 
price of steel to be higher? 

Mr. Morretu. I do not say the price of steel, but I say the cost of 
steel, Senator. 

Senator Ives. I am talking about the price of steel. 

Mr. Moreen. I know, but the cost of steel is the important item. 
It is not the price of steel. 

Now, Mr. Arnall bragged, on the other day, that they had held down 
the cost of serap for the steel companies, which was a gross misrepre- 
sentation. 

He did not hold down the cost of scrap. He held down the price of 
scrap. So, what happens? We have to go out to Timbuktu to buy 
scrap at the ceiling price, and we have to pay for transportation, and 
we have to pay for bundling, and when we unwrap the serap we find 
‘t “— chunk of concrete on the interior, and it is bed springs and baby 

‘arriages, and this and that, and it is all at Mr. Arnall’s price, but 
eventui tally it isa very costly scrap for us. 

That is what I mean when I say the cost is high. The price is low. 

Senator Ives. The cost is high, but the end price is not quite so high! 

Mr. Moreewt. No, sir; it ishigher. The end price is higher by virtue 
of the fact that you have these restrictive controls which prevents the 
free economy and the free market from operating. That is exactly 
how I feel about it, Senator. 

Senator Futsrieur. Your time is up. 

Senator Moody. 

Senator Moony. First. I would like to thank Senator Fulbright for 
installing this new system. I am sure all the new members of the 
committee will feel better about the whole situation. 

Admiral, is it your position that you cannot pay any increase 
wages without an increase in price ? 

Mr. Morretyi. Senator, that depends on a definition of the word 
“can.” It depends on what will happen to the financial stability of 
our company. For me to say we could not pay a half-cent per hour 
wage increase without very serious harm to our company, would | 
wrong, and I would not say that. 

But, for me to say that we can pay, 12.5 cents, compounded, which 
would reach say 15 cents, without any price increase, I could 
say that, because I think we will be seriously hurt. 

Senator Moony. Of course, you are well aware of the wide diver 
gence of the statements that have been made by the industry and 
the union, which is natural, and also by the Government. Some of 
us have been trying to find out what the real economic facts in this 
situation are. 

You have criticized the Eric Johnston formula. 

Mr. Moreetn. Yes. 

Senator Moopy. You understand, do you not, that this is based 
on the excess-profits formulas written by the Congress? 
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Mr. Morrett. Yes,I do. I understand that, but I pointed out, Sen- 
ator, I believe in your absence, that there is one vital difference, and 
that is that the excess-profits tax is calculated after all costs are 
included, including the accelerated amortization. 

Senator Moopy. Of course, all costs are included in your gross- 
profits statement, including wages and all other costs of doing | busi- 
ness before any tax is deducted. and the position of the Government 
has been that they should calculate any wage increase before taxes 
for that reason. 

Now, the steel companies, as a whole, according to the statements of 
the Government, are making $13 a ton in profits. I believe the Gov- 
ernment took these figures from the Lron and Steel Institute Reports— 
over and above their industry’s earnings standard which was the same 
standard that the congressional excess profits calls for. 

That is the steel companies are making $13 a ton excess profits, as 
defined by Congress, as against a base period of years which happens 
to be higher than any period that the steel companies have had since 

1918, as Senator Sparkman pointed out earlier. 

Now, as I understand, it has been agreed that the so-called pac kage 
of the Wage Stabilization Board would cost about $6 a ton, or less. 
Is that correct ? 

Mr. Morrety. No, sir, it varies, depending upon the period you 
select. 

If you take the ultimate, which calls for the 17.5 cents wage raise, 
plus the fringes, compounded—and by “compounded,” I mean social 
security, the pension fund, insurance and so on, and so forth—it will 
amount to about 30 cents an hour so that our ultimate cost on that, 
Senator, will be $12 a ton. 

Senator Moopy. When you say compounded, I believe you also de- 
fined the word “ultimate” as bringing in possible increases in the 
cost of things you buy and so forth through the economy ? 

Mr. Morerr. That is correct, sir. 

Senator Moopy. So if there were no increase in the price of steel 
and prices were not forced by the situation, those increases in the 
economy would not take place, would they? The initial, direct cost 
to the steel companies of this wage increase, plus fringe benefits, 
would be in the neighborhood of $6 a ton. I have heard it argued 
less. I have not heard it argued more. 

Mr. Moreetit. That is correct. The direct cost would be $6 a 
ton, 

Senator Moopy. Assuming there was no increase in general price 
levels which therefore did not increase your cost, that would Sire 
the steel companies, according to this set of figures, with a $7 a ton 
excess profit without the increase that you would be entitled to under 


the Capehart amendment, which would be $3 a ton roughly; would 
it not ¢ 


Mr. Morerny. It varies from company to company, Senator. 

[ want to say this: There has been a good deal of disussion about 
this doubling-up of the direct cost. I want to say that we made a 
very careful “study of that and our actual figures in the past indicate 
that it is there; it ‘happens. 

Now, it does not happen because the price of steel increased: 
happens because a general wage lift comes about. 
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There has been a good deal of talk about catching up. Mr. Steph 
in his presentation, : is going to cover that in detail, so I will not co 
it, but I will say this: I talked to Mr. Putnam about this doubling 
of the cost and Mr. Putnam said, “Why, you are not going to have 
that because I am Price Comptroller, 1 am Economic Stabilizer, a1 
I am going to prevent that.” 

It was not 5 days later before we were notified that the freight co-ts 
are going up on the 2d of May. Now, Mr. Putnam did not prevei 
that, and still Governor Arnall comes before the committee and |e 
says, “This price increase of steel that they are asking for would | 
every family $300 a year,” which, of course, is utterly ridiculous 
How did he get it? He compounded it in exactly the same way Mr. 
Putnam said he was going to prevent. 

Senator Moopy. And just the way you compounded it ¢ 

Mr. Moret. No, sir, we compounded what our experience showed. 

Now, even if Mr. Arnall compounded it the way we did, Senator, 
the actual cost per family, assuming that all of the steel is distributed 
to families and not to any of the bachelors and other individuals who 
have no families, it would cost $24 a year per family. So if they 
doubled up it would mean $48 a year per family. 

Senator Moopy. Admiral, this is one of the reasons I suggested 
to the committee that it would be a constructive thing to do to have 
you or whoever was speaking | for the steel industry here at the saine 
time Mr. Arnall was here. Some of the mineatiocs of the committee 
felt it would turn its a cat-and-dog fight. I do not believe so. | 
think we are all gentlemen in this picture. I would like to hear what 
some of those answers might be. 

You see, we are going to have to piece them together at a distance 
here. 

Mr. Morrett. May I add one thing, Senator? You were talking 
about $13 a ton inside the excess-profits bracket. I would like to say 
this—and I am baring my soul, as my president told me yesterday 
the president of our company said, “Let’s bare our soul to this con 
mittee.” We are just barely inside the excess-profits bracket for the 
first quarter of this calendar year. 

Senator Moopy. I realize your compaay is not in as good position as 
some of the other ones in the industry. 

Senator Futsricutr. Senator Schoeppel. 

Senator Scuorrret. What you want, of course, is labor peace, f 
the industry to work out this thing and get under way and produce ‘ 

Mr. Moree... That is right, sir. 

Senator ScHorpre,. Under the competitive system this countr) 
was generally built on. 

Do you prefer a 1-year contract with the unions since you have 
have these contracts, or a longer-term contract than 1 year? 

Mr. Moreerx. I would prefer a longer contract, Senator. If you 
have that, there ought to be some means of considering the wage ques 
tion. That is reopening it for wages only and not all the mult 
tudinous clauses which go into the contract and which affect the ope: 
ation of the business. 

Senator Scnorrren. That is one of the things I was very glad | 
hear von talk about. It has been advocated here and it was advocate: 
by the Board—I think Mr. Feinsinger brought it out—that they got 


+ 
0 
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more per hour in wages by way of an increase because they got a 
longer-term contract. 

Is it generally good business to pay higher wages per hour for a 
longer-term contract despite the fact that the price index upon which 
these are all supposed to be based now might go off, prices go down ? 

Mr. Moree.u. No, sir. I do not believe that an industry such as 
ours should go in for a long-term contract, particularly a long-term 
contract with automatic increases for productivity, whether or not 
that productivity is achieved. 

Senator ScuorpreL. Do you believe in incentive payments, addi- 
tional pay for incentive, or increased benefits that you might get back 
by greater productivity ? 

“Mr. Moreetu. Yes, sir. 

Senator Scuorrrer. Generally speaking, does that work out pretty 
satisfactorily ¢ 

Mr. Morrett. Well, we have had some trouble with it and we prob 
ably will continue to have trouble, but as a basic principle I believe 
in incentives, 

Senator ScHorpren. I want to ask you one more question. What 
is your judgment if the 26-cent increase that has been recommended 
hy the Stabilization Board is allowed and becomes general for all 
ndustry? Will that start a spiral of additional wage demands all 
the way down the line; will it break this wage pattern ¢ 

Some of the experts who have been before us said it would not. 
Frankly, I do not believe it. 

Mr. Moreen. Senator, I am convinced that if this 26-cent package, 
which will cost us 30 cents, is put into effect, there will be a competi- 
tion among labor-union leaders to achieve the same increase and we 
are on the road. We are on the spiral of increased wages. 

Senator Futericut. Senator Dirksen. 

Senator Dirksen. Admiral Moreell, if there had been no Wage 
Stabilization Board, what in your judgment would have happened 
n this conflict ¢ 

Mir. Morrevt. It is my judgment if there had been no Wage Stabi 

zation Board, if there had been no price-control board, we would 
ave reached agreement and we would have reached agreement some 
time ago, . 

| tried to estimate what kind of agreement we would have reached, 
and itis only a guess, but we talked about it a good deal in our shop 
il we thought that it would be somewhere around 1214 cents an 

our 

Senator Dirksen. If we have to have a Wage Stabilization Board, 
do you think there would be any virtue in having the number of 
public members exceed the aggregate of industry and labor members 
ind have them confirmed by the Senate? 

Mr. Morrriy. I believe they should all be public members and that 
they should be confirmed by the Senate. 

Senator Dirksen. All public members ? 

Mr. Morgen, Yes. 

Senator Dirksen. Do you think the Taft-Hartley Act could still 
~olve this controversy in its present status? 

Mr. Morrern. Yes, sir, 


96315—82—pt. 4-18 
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Senator Dirksen. That is on the basis that you get a price increase, 
of course. 

Mr. Morerett, A commensurate price increase; a compensating 
price increase; yes, sir. 

Now, I would like to qualify that answer, Senator. I would say 
that with the prospect that the problem will ultimately be put into 
the hands of Congress there would be a great incentive for both the 
companies and the union to settle this controversy under the mecha- 
nism of the Taft-Hartley Act. 

Senator Dirksen. If they had agreed finally and put into effect . 
union shop as the Wage Stabilization Board recommends, is it you 
estimation that that gives the wage forces a recommendation not tov 
acceptable in some lines of industry ¢ 

Mr. Morrett. I do, I think the imposition of the union shop or the 
closed shop on industry by force of government is an iniquitous thing 

Senator Dirksen. Do you think the public members of the Board 
were biased. 

Mr. Morre.y. I would have to refer to my conversations with Mr. 
Bane who was an industry member of the steel panel and who made 
a statement to me that in his opinion the public members of the Wage 
Stabilization Board were biased. That statement was later published 
in the papers. 

Senator Dirksen. A statement that was inserted in the hearings 
when Mr. Wilson was before us, by Senator Capehart, coming fron 
Hill & Knowlton in Washington, D. C., and attributing that to a cor 
versation with Mr. Bane said: 

No industry member of the Board or the panel had ever heard of this p 
payed S, o 2%. 

Meaning the wage increase. 

In spite of that, the wage recommendation, like all the others in the 
was approved at once, without discussion, by the votes of the publie and labo 
members of the Board, 

The statement said that the industry members and 1 hour’s notice of 
wage recommendations. Insofar as you know, is that a statement of 
fact ? 

Mr. Moree.x. That is a statement Mr. Bane made to me; yes, si! 

Senator Dirksen. There has been various testimony on the cost 
of this package to the industry. What is your answer to it ? 

Mr. Moreeti. The ultimate cost, Senator, after the increase of 
January 1, 1953, and the 114 times for Sunday would be 30 cents u 
hour. 

Senator Dirksen. Is there any reason why the research group, wi 
the union, could not have figured the cost of this increase per how 

Mr. Moreetyt. There is no reason why it could not have been figured 

Senator Dirksen: We did not get any definite answer to it and | 
wondered if there was any particular reason why they, with thei 
competence and background, could not figure it. There was no co! 
clusive figure on the subject. 

Mr. Morrex. It could have been figured. 

Senator Dirksen. Was there anywhere along the line in this discus 
sion and controversy where the companies actu: uly demanded $12 « 
ton? 
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Mr. Morertz. No, sir; we never demanded $12 a ton. I am sure 
of that. 

Senator Dirksen. What would be the losses of the industry if this 
continued, or what are its losses up to the present time in a general 
way ¢ 

What are the losses, ascertained losses and damage ? 

Mr. Morerin. As I stated before, Senator, we lost approximately— 
by “we” IT mean the indust ry—approximately 900,000 tons of steel 
just in cooling off and heating up again or getting back into pro- 
duction. 

Senator Dirksen. So it does constitute a loss to the industry ? 

Mr. Moreett. It does. 

Senator Dirksen. How do you expect to rec apture that loss unless 
vou are privileged to go into the Court of Claims? 

Mr. Moreeti. Of course, that loss was started before we were 
seized. We began to cool off about 3 days before the seizure so that 
whether or not the loss can be attributed to the seizure is a matter that 
would have to be decided by the lawyers. 

Senator Dirksen. Is there any reason why the industry and the 
union cannot sit down in good faith and bargain collectively and 
settle this matter, in your judgement ! ? 

Mr. Morven. I think if Government got out of it it would be 
fine and there would be no reason. 

Senator Dirksen. What is the present supply of steel in the hands 
of fabricators, warehouses, and producers and is the supply so short 
that there is substance to this rather general allegation made that 
the defense program is being critically impaired and endangered / 

Mr. Morven. Well, there has been a good deal of talk about that. 
Senator. We find that the supply of steel is not easy, but at the same 
time there has been no difficulty on the part of anyone who is doing 
defense work in getting all the steel that they need. 

Senator Dirksen. That is all, Mr. Chairman. 

Senator Funsrienr. Mr. Elliott, IT wanted to make it clear about 
the request a moment ago regarding the basis for estimating these 
costs, this material to be put in. We . would particularly like to know 
how you estimated the cost of paid holidays and the Sund: ay and Sat- 
urday requests, and we would like it for a representative period. 

The reason I am saving this is that Mr. Brubaker the other day said 
that they had no figures by which they could figure what this would 
cost. That was only within the knowledge of the companies. It is 
4 point in controversy and we want the basis by which you figure it. 

Mr. Exziorr. We can definitely give it to you for our companies. 

Senator Fuisricur. We would like it for a representative period 
for purposes of comparison. If you could say 1947 and 1948 and 
mavbe 1950. What we are try ing to get at are some basic facts here 
on these points upon which differences of opinion have arisen. 

For example, they questioned the estimate of the cost of their origi- 
nal total demands. They said they were grossly overstated by the 
companies, so we would like to bring to issue, if we can, those differ- 
ences. We would also like your estimates on the cost and the alloca- 
tion of the cost of this recommendation of the W age Stabilization 
Board. for your company. We expect, of course, to ask the same of 
Mr. Stephens, but we would like in the record that information for 
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purposes of study and comparison so if possible we can get at y 
the real difference of opinion was. Not only for the industry 
at least for some representative companies. 

Mr. Morre.y. Very well, sir. 

Senator Futsricur. We would like your own company. 

Mr. Sreruens. I understand, Mr. Chairman, you want us to 
this for our company. 

Senator Futsrient. That is right. 

If you have it, we would like some other companies—not all of thei, 
but some representative companies, if you have them, or perhaps Mr. 
Stephens, if this is in his particular line, he can file it. 

Mr. Exniorr. We do not have them. 

Senator Futsrienr. I will ask Mr. Stephens about that. 

Senator Fu.sricur. You never made an offer to the union at a: 
particular time. 

Mr. Exuiorr. We made two offers. In New York we made an offer 
of 9 cents an hour plus certain fringes. 

Senator Futsricut. When was that? 

Mr. Exxiorr. That was April 3 when six companies were bargaining 
together. 

Senator Futsricutr. Nine cents an hour? 

Mr. Exuiorr. I believe Mr. Stephens will probably bring that ou 
in detail, that we made two offers. 

Senator Futsricur. What was the other offer? 

Mr. Exniorr. It was the same offer with a wage rate increase from 
¥ cents an hour to 121% cents an hour. 

Senator Futsricut. What was the date of that? 

Mr. Exuiorr. As I recall it, it was April 7. 

Senator Futsrigur. Why did you not make any offer prior to that 


first offer? What was the reason why you could not get even to the 


point of making an offer? 

Mr. Exasorr. We did not get any response to our demands or 
requests to get some of the points we considered very important co 
sidered by the union. 

Senator Futsricutr. Such as what? 

Mr. Exxiorr. Management rights and so forth, and Mr. Step! 
will go into that in detail. 

Senator Futsricur. Senator Capehart. 

Senator Carenarr, I am not trying to tell you how to get 
information but it is very simple. All you need do is take the amou 
you paid on Saturdays in 1950 and on Sundays. The Saturday pa) 
roll would be half as much as it was, Sunday would be double. Mm 
example, if you paid out in Sunday wages in 1950, $100 million, unde: 
this agreement you will be paying out $200 million and only gett 
the same amount of production. 

Mr. Moreet. We will get that information, Senator. We 
have no difficulty with that. (See p. 2212.) 

Senator Fu.sricur. Senator Sparkman, do you have anyth 
further ? 

Senator Sparkman. Admiral, going back to this statement a, 
Arnall made about $300 increase in the cost of livi ing per family, 


vour statement that it would be 24 dollars a year, as a matter of f ut, 


1 do not care about arguing it, but when Mr. Arnall made that sta! 
ment that it would be $300, somebody on the committee challeng: 


| 
i 
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him. Ihave been looking through this excerpt that was in the United 
States News, looking for the statement where he elaborated on that. 
[ do not know whether you read the whole transcript or not but he 
re it in this way: He said that if this whole thing goes into 
effect, that naturally others are coming in and will ask for increased 
wages, and others will ask for higher prices. He estimated that when 
we went the whole spiral, that cost would be $300, Of course, he was 
not attributing the cost wholly to steel and iron. It seems to me that 
n your statement you do, and I believe that in all fairness we ought 

ve something stated on that, that it was an estimate. 

Mr. Moree... He said it would be compounded by virtue of the fact 
that the price increases will run through the whole economy. 

Senator SparKMAN. That is right. Not just through steel and iron. 

Mr. Morre.y. I say it will be compounded by virtue of the fact that 
the wage increases will run through the whole economy. That is 
where the costs arise, Senator. They do not ar TF from the 80,000,000 
tous of finished steel which we sold last year, or 79,000,000. They 

irise from the fact that once this wage paitern is established, as Mr. 
Stephens will show you in his presentation, it is bound to go through 
all of industry. It always has. 

Senator SparKMAN. I realize that steel has usually led the way, but 
according to most of the evidence that has been presented to us so far, 
Mr. Brubaker and those with him steel is not leading the way. 

Mr. Moreett. Mr. Stephens is going to demonstrate that it is leading 
the way, Senator, or it will be, if, as and when this increase is granted. 

Senator SparKMAN. That is all, Mr. Chairman. 

Senator Fu.tsrigur. Are there further questions? 

Senator Bricker. I will reserve any further questions in order to 
vet Mr. Stephens’ testimony in. 

Senator Futsrient. Senator Frear—— 

Senator Frear. You are aware of the fact that the unions know 
of the salaries paid by your company. Are your officers responsible 
tothe Wage Stabilization Board for increases in salaries? 

Mr. Morrrty. The Wage Stabilization Board, yes, sir. We have to 
‘lear with them. 

Senator Frear. Do the steel companies know the salary of Mr. 
Philip Murray ? 

Mr. Morrriy. No, sir; I do not know it, and I am not interested 
because I think it has nothing to do with this controversy. 

Senator Frear. Would you assume that they would have to go be- 
tore the Wage Stabilization Board for increases in their salaries ? 

Mr. Moret. The Salary Stabilization Board, yes, Senator. I am 
sure that they do. 

Well, I do not know. Iam just guessing, because I have never had 
any interest in Mr. Murray’s salary. I assume that he is probably 
underpaid. 

Senator Frear. I think some of them take an interest in the salaries 
of the management of steel. 

Mr. Morretyi. I am sure they do because they have mentioned it very 
frequently. . 

Senator Futsrienr. Are there any further questions? 

Senator Scnorrren. Senator Fulbright, I want to say this: T have 

no further questions but I am caught in a dilemma here. I happen to 
be a member of the calendar committee and we call the calendar start- 
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ing in just a few minutes on the Senate floor. I do not know what 
the pleasure of the Chairman is with reference to Mr. Stephens. 

Senator Futsricur. We are very anxious to get his testimony 
this record if we can. 

Senator ScHorrret. Do you mean beginning right now ? 

I am going to have to ask then that 1 be excused because I am com- 
pelled to be present for that calendar call. I would like to have pe: 
mission to leave some questions for one of my colleagues to ask. 

Senator Capenarr. Mr. Chairman, could we have an understanding 
that we will go to 12:30 and come back at 2: 30? 

Senator Futsricur. Why can’t we go until 1 o’clock and come back 
at 2:30? 

Senator Moopy. I would like to ask Admiral Moreell to furnish 
for the record how much per ton of steel is spent for raw materials and 
the price increases which you assumed occur in each of the major 
components in order to make the cost increase that you have calculated 

Mr. Moree. I will submit that for the record. 

(The information requested follows:) 


In answer to the Senator’s question, I would like to quote from my statement 
to the Steel Panel of the Wage Stabilization Board (Jones & Laughlin exhibit 
No. 1) in New York on February 9, 1952. 

We know that a wage increase in the steel industry is soon followed 
an increase in the cost of materials, supplies, and services we buy which at leas 
equals the direct cost of the wage increase. Union spokesmen have challeng 
the validity of this statement. To prove to you that this actually happens 
have made a special study of labor and material costs at our three steel plants 
for the period following the wage increases of April 1947 and December 
This is what we found. In comparing March 1947 with April 1948, when 1 
price controls were in effect, salaries and wages increases $0.8 million wi 
the cost of purchased materials consumed increased $1.9 million. In cony 
ing November 1950 with November 1951, when price controls were in effe 
salaries and wages increased $1.1 million and the cost of purchased mater 
consumed increased $1.2 million. (See table 2 attached. ) 
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COMPARISON OF 


Commodity 


Purchased materials 
Coal 
Iron ore _. 
Limestone 
Scrap. 
Pig tin 
Spelter 
Fuel oil 
Ferromanganese 
Supplies 
Rail freight on 


ahd 
ajor coul, or 
ited All other 


Total increase in cos 


Tones & 
», and limestone 


net tons 
- do 
do 
do 
pounds 
net tons 
gallons 
net tons 


Laughlin 


t 


t of purchased 


materials consumed 


Wages and salaries 

rotal hours worked 

Average hourly rate 
April 1948 
March 1947_. 


Increase 


1 month 


MARCH 1947 WITH 


Monthly 
consum p- 
tion 


1, O8 
20.69 
705 
219. 91 
063 

134. 00 


March 1947 


Total increase in wages and salaries 


COMPARISON OF NOVEMBER 


Commodity 


| t on J 
sl, ore, and limest 


All other 


’ lir ; 
Tota crease in co 


materials consumed 


ilaries 


nds 


mes & 


t tons 


hore 


ton 
rallons 
net tons 
Laughlin 
one 


t of purchased 


otal hours worked (1 month 


A verage hourly rate 


November 195! 
November 1950 


Monthly 
mp- 


tion 


consu 


54, 118 
160, 464 
106, 276 
27, 004 
260, O84 

419 


070. 780 


1. O00 
404. 20 
O10 


3», R5K 168. 69 


{ APRIL 1948 


Prices per unit 


April 1948 
S4¢ 


73, 000 


My) 


>, OU 


= 
250. 000 
74, 000 
20, OOO 
189. 000) 
410. O00 


346, OO) 


00. 000 
RE 


Increase . 4 
Total increase in wages and salaries 


Senator SparKMAN. Mr. Chairman, I must ask to be excused. 
ill take a copy of Mr. Stephens’ statement with me and read it. 
Senator Futsriegntr. Mr. Stephens will you go ahead / 
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STATEMENT OF JOHN A. STEPHENS, VICE PRESIDENT, INDUSTRIAL 
RELATIONS, UNITED STATES STEEL CO. 


Mr. SrerHens. I assume I am supposed to supply a lot of i: 
mation. I hope you are not disappointed. 

May I say first in response to your question to the Admiral, 
were introduced before the Special Panel appointed by the W Ti 
Stabilization Board which heard both parties. a number of exhibits. | 
shall be happy to provide a clean copy of what is identified as « 
pany’s exhibit 2, which gives the statement of the cost of the demas 
susceptible to determination for the industry as represented before 
the panel. We can produce that, sir, and T am sure it shows 
method of calculation. I do not recall it in detail now. I have io 
looked at it since last February. 

Senator Futsricgutr. We would want that included. 

Does that give the basic data from which you make the conclu: 
as to the cost? 

Mr. Srerrens. Yes, sir, it does. This is not a clean copy. 
is a marked-up copy that I have been carrying around. We can pr 
vide copies. 

Senator Carrnart. I think it ought to be in the record. 

Senator Fursrientr. I think it might be included as one of the ex 
hibits. 

Senator Carrnart. Mr. Chairman, it is really what you have bee 
asking for and I think it ought to go in the record. 

Senator Fuxerieut. Is that for the industry or for your co 
pany ? 

Mr. Srernens. That is for the industry as the industry was before 
the panel, Mr. Chairman. 

Senator Futpricnt. I think it might be helpful if we had an ex 
ple of your individual company for comparison. Tam telling you 
because they have challenged the basis of calculation. 

Mr. SreeuEns. We will be glad to do that. 

Senator Fursricnt. I do not know how we can resolve that 
ference of opinion about it, unless we have your figures, and they 
have to show how they are not correct. That is the only way I k 
to get at it. 

Senator Carpreuart. Mr. Chairman, I think this ought to go 
the record because this is really what has been asked for two or t 
times this morning. 

lor example, here is how they arrive at the cost of double tin 
Sunday. 

Senator Futsricnt. The only thought I had was a practical one 
If they will give us a number of copies we will have them. It n 
be more manageable that way. 

Senator Capenart. Maybe the chairman does not know it, but this 
record we are making here, while it is an executive session, when the 
record is printed that is being handed out to all the press—ani | 
understand there are hundreds and hundreds of copies being asked 
for—I would like to make a motion that this whole document be put 
into the record. 

Senator Fursrient. I have no objection to it. 

Senator Carenart. It covers just what we are looking for. 
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Senator Futsricnt. It is 16 pages. Very well, we will put it in the 

ecord. 

(The information referred to will be found in the appendix, p. 2463.) 

Mr. Stepuens. On the first sheet of my statement I merely point 
owt my name and why I am here, and then I go on to say that I chair- 
maned the first collective-b: arg: aining conferenc e between United States 
Steel and the union, and thereafter was intimately associated with 
the dispute at all phases, serving as chairman of the bargaining con- 
ference for six companies in New York and meeting subsequently 
with Messrs. Feinsinger and Bullen in New York and in Washington 
with them plus Dr. Steelman. 

At the top of the second sheet I say what I hope to be able to 
present to you, namely, that my thesis is ‘divided into three parts—col- 
lective bargaining; second, the Wage Stabilization Board, its com- 
position, rules, and functions; and finally, whether the Board’s rec- 
ommendations can in fact be regarded as asserted by Mr. Feinsinger 
and | the President of the United States, as merely permitting workers 
to “eatch up”—steelworkers to catch up—with workers in other 
dustbin 

In the next paragraph I offer, of course, to answer questions. 

[ might respectfully suggest that there are many questions which 

Way be in your minds whic h will perhaps be covered in my statement 
l a the time might be better conserved for the questions to come at 
the end, but that is entirely up to you gentlemen, of course. 

Under the caption “Collective bargaining,” I state that Mr. Murray 
and others stated there was no collective bargaining with respect to a 
enewal agreement and that such was because of a premeditated effort 

teel-company managements to prevent such bargaining. 

In United States Steel’s first conference with the union on Novem 

27, 1951, and many times thereafter in many forums Mr. Murray 
charged that United States Steel intended from the beginning not to 
argain but to see to it that a dispute be developed and be referred 
to the Wage Stabilization Board. 

In intended substantiation of this charge he quoted frequently from 

November 15, 1951, public address by Mr. B. F. Fairless, president 
of United States Steel. The portion quoted was: 

Whether our workers are to get a raise, and how much it will be if they do 
matter which probably cannot be determined by collective bargaining and 
apparently have to be decided finally in Washington. 

What are the facts? In my opinion, they can be derived from the 

ollowing: In the first place, ‘Mr. Murr: ay did not, I believe, in using 
ibove quotation from Mr. Fairless’ address, at any time quote the 
next sentence which followed. That sentence was: 

t is a question which involves the basic anti-inflation program of our Govern- 
and one which will clearly affect our entire economy. 

further recognition of the fact and in an effort to avoid the conse- 

aes ces implicit to our economy in substantial concessions to the steel 

Mr. Fairless, on December 21, 1951, proposed that the union 

den any attempt to get the increase in steel prices to which it might 

be e entitled. This proposal was at various times characterized by the 
inion as “phoney,” I believe was the term. 


( 
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The New York Times of November 6 and 8, reported the proceed 
ings of the convention of the Congress of Industrial Organizatio, 
The November 6 account carried the following: 

Although the steel union will not draft its specific demands until next we} 
union officials doubt it will be possible without governmental interventio: 
avert a strike of 1 million steelworkers on New Year’s Day. 

The November 8 report declared that Mr. Philip Murray— 


charged that the regulations of the Wage Stabilization Board had killed 
collective bargaining, and he served notice that his own union would ignore the 
limits fixed by the Board in seeking pay increases for 1 million steel workers 
later this month. 


The steelworkers’ demands, presented to United States Steel 
November 27, would, so far as those costs could be assessed, have in- 
creased employment costs by more than 60 cents an hour. 

The demands involved practically all sections of the agreemeii 
then in effect. The present dispute arose out of these demands. 

Had the union wished, it could have requested, because of the magni- 
tude of the task involved, that United States Steel and other com 
panies commence collective bargaining November 1, or earlier a; 
it had in 1950, 

But it did not and the companies were in effect foreclosed frou 
such a suggestion. This was because the officials of the union who 
attended the CLO convention in early November elected not to cal! 
a meeting of the wage policy committee of the steelworkers’ union to 
formulate its demands, until November 15, I believe, in Atlant 
City. 

In fact, a release from that meeting announced that conferences 
with United States Steel would commence in Pittsburgh, Tuesday, 
November 27 

When I met personally with Mr. Murray on November 19 in Pitts- 
burgh, I referred to that release, and readily agreed to meet 01 
the day selected by the union, having earlier suggested that 1! 
sooner we could confront the major task ahead of us, the greate: 
chances of some degree of success. 

Was there any bargaining? I direct you first to the transeript 
of the hearings before the special panel of the Board. 

On January 10, 1952, Mr. Murray again declared: 

The steel companies, acting obviously in concert, refused to engage 
collective bargaining with the union. 


A day or so later, the following from Mr. Murray appears in the 
transcript: 


On noneconomic matters, the United States Steel Corp. did submit count 
proposals, 

The subsequent transcripts disclose that United States Steel offered 
counterproposals running to 11 of the 18 sections of the agreement 
And, in fact, some six issues were by agreement of the parties re 
served from presentation to the panel, on the ground that the union 
proposals and the counterproposals from United States Steel were 
sufficiently close as to warrant the belief that they could be adjusted 
satisfactorily when other matters before the Board had 7 en conclud ( 

In the first bargaining conference on November 27, I advised thal 
certain provisions of the then expiring agreement required clarifica 
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tion and recasting. These sections dealt with management’s direction 
of the business in an efficient manner and with wage incentives. 

Misunderstandings as to the meaning of such provisions had caused 
very serious strikes. Further, we sincere ly believed that certain pro- 
visions called local working conditions were being abused by the union 

nthe grievance and arbitration procedures. 

They were musts from our angle so far as clarification in the new 
agreement under negotiation. I so declared to the union delegation. 

The union, however, would bargain on its own terms only. It made 
clear that except as the companies agreed in ways satisfactory to it on 
the wage and other cost demands, the union would not address itself 
seriously to a composition of the sections which the company, on the 
basis of experience, regarded as requiring modification. 

The result was a stalemate. United States Steel was confronted, 
in its opinion, with the substance of the New York Times report of 
November 8, that the union would ignore stabilization regulations. 

Faced with such substantial cost demands, United States Steel made 
10 counter offer on wages, shift differentials, holidays, overtime, vaca- 

tions, reporting allowance and other demands. 

It acted as it did for three reasons: First, it would not join with the 
inion in any program to breach stabilization regulations, as it under- 
stood them; second, in a period of controls and in the light of the 
accumulating experience in the operation of the business, United 

states Steel could not, in the absence of knowledge of what could be 
(done pricewise, hope to reach agreement at that time and without 
material union concessions on these extraordinary demands because 
of their unbearable effect on its employment costs; and finally, our 
experience in collective bargaining has led us to the conclusion, inevi- 
table and true, in our opinion, that when judgment indicates that 
egotiations cannot be concluded by such offers as might be made, 
t is unwise and unfortunate to make offers which provide a founda- 
tion for those who will ultimately deal with the dispute, on which to 
build. 

So much for the collective-bargaining phase. 

Now, with respect to the Wage Stabilization Board—its composi- 
tion, rules, and functioning—in August, 1950, responding to a letter 
request from Senator James KE. Murray, that I give my views on certain 
rartime labor disputes procedures, I wrote, among other things, that 
«ny wartime labor disputes board should be composed, so far as policy 
making, administration and awards were concerned, of outstanding 
public members dedicated exclusively to the public interest. 

In answer to another question, I expressed my belief that were the 
principles by which such an agency would be governed determined in 
idvance, such fact might minimize the work load of such an agency. 

My reasons for these views are, first, bargaining is an inherent 
naracteristic of tripartite boards. And, in the affairs of men, self- 
literest or what is regarded as such rarely can be put completely out 
f mind—in the broader good. 

My suggestion to Senator Murray contained the thought that labor 
ind management advisers could be appointed to advise the kind of 

board suggested—but that such advisers should not be permitted to 
play other than an advisory role in policy making or awards. 
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A second reason is that, in my opinion, any board dealing 
matters of this character should ‘proceed in a judicial manner, 
erned by fair and generally applicable rules and base its award. 
x careful appraisal. of the evidence presented in the case in relat) 
to the established rules. 

In my opinion, bargaining, which in my judgment, also playe: 
big part in the Wage “Stabilization Board's recommendations, i- 
the way to interpret and apply rules considered necessary in thi 
terest of all neni in a period of emergency. 


Bargaining with respect to rules which should apply fairly to all 


can mean only, as pointed out, I believe, by Mr. John ¢ . Bane, in 
try panel member, in his recent testimony before the Senate Co 
mittee on Labor and Public W elfare, that the Board’s rules will ine 
one thing in a case involving a weak, relatively nonmilitant wni 
and something else when the union is aggressive, powerful, and par 
ularly, perhaps politically influential. 

Had settlement been possible, it could have been reached i 
gaining directly between the parties involved. 


It was not. My view is that a matter of the importance of the steel 


dispute required, as was promised, fair and equitable recommen 
tions based on regard for fact—adherence to, and not. evasion 
defined rules. It should not have been a matter for Board bargaii 

Now, as to the Board’s rules. My first comment, perhaps, is bet! 
classified under Board powers rather than rules. It is that I be! 
that a board appointed to develop sound stabilization policies slo 
not have given a disputes function. 

You all know, of course, how this came about, by Executive o 
following a recommendation, opposed by the industry members of | 
Advisory Board on Mobilization Policy, about a year ago. 

The recommendations and order followed, as you will recall, 
walk-out from the Board because of disagreement with a regula’ 
adopted by a public and industry majority. One price of labor’: 
return was dispute powers for an enlarged board. The —_ 
paid, and it was my view a year ago that such a grant would me: 
end of effective wage stabilization. 

It is my conviction today. I hope I am wrong, but one fact ot 
developed so far in my attempt to understand how to get along 
unions is that, with a court of higher appeal available, settlement 
the bargaining level is not possible unless at the level managen 
concedes what the union considers its minimum and what it may 
to get from such higher authority. 

Take the union-shop issue, for instance. The major steel comp: 
have been and are opposed to the idea that they shall interfere 
the free exercise of an employee's own will with respect to members! 
in a union as a condition of employment. 

Can it be that, as.a part of its interest in the Board having ju 
tion over disputes, the steelworkers had in mind that that whic! 
happened on this issue would come to pass ¢ 

In my opinion, development and administration of equitable \ 
stabilization policy is not possible when the Board which engage- 
such efforts is also engaged in handling threatened strikes in vital 
dustries in an emergency period. 
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At least, it is not possible if the Board conceives its role as that of a 
participant in the bargaining process in which it must face the eco- 
nomic strength of the union which can easily overpower the Board's 
stabilization rules. 

Now, as to what more properly qualifies under the caption “Rules” 
or “Board policy.” 

In my testimony on April 22 before Senator Murray’s Labor Com- 
mittee, I quoted freely from an August 31, 1951, report by the former 
Chairman of the Wage Stabilization Board, Dr. George W. Taylor. 

I shall not repeat those quotations here. My purpose then was to 
trace in Dr. Taylor’s language the origin and development of Board 
policy in order to better understand the use or misuse of that policy 
in the steel case. 

Dr. Taylor characterized 1949 as a year during which wage rates 
were relatively stable, and the cost of living declined slightly. 

Nineteen-fifty was characterized as a year in which an unstabilizing 
of wage relationships occurred. During that year wage increases 
were sought and obtained, ranging from, as Dr. Taylor said, 5 cents 
at the beginning of the year to 16 cents at the end in steel and, in 
January 1951, 20 cents in coal. 

On January 25, 1951, the Government moved in and stopped all 
wage changes with a general freeze, after which the Board began the 
task of “restoring reasonable equity among the scrambled wage rela- 
tionships” that had developed during the preceding year. 

“Some firms,” wrote Dr. Taylor, “had anticipated the freeze and 
gave generous pay boosts.” 

One provision of one regulation, said Dr. Taylor, was to take care 

‘the kind of a situation in which wages paid by an industry or a 

mpany were abnormal or grossly out of line with their normal rela- 
tionships in the base period of 1950, 

Such a situation could not be found in steel. In September 1949 a 
Presidential board had found, with respect to the union’s demand at 
that time for a wage increase, that steelworkers’ wage relationship 
with the wages of employees in other industries and with the cost of 
living was equitable. 

In addition, it must be remembered that the steelworkers received 
on December 1, 1950, a wage increase of 16 cents an hour, the highest 
for 1950, as referred to by Dr. Taylor. 

Dr. Taylor recognized this fact, apparently, because with respect 
to out-of-line wage relationships he wrote that “relatively few indus- 
tries were found in this situation,” most of them seasonal industries. 
Later in 1951, Dr. Taylor reported, another regulation was adopted, 
No. 8 specifically, which approved the operation of escalator clauses 
and thus related the wages of an important group of workers to the 
cost of living as of a base date which did not limit them to the maxi- 
ium 10-percent increase from the base date, January 1950. 

Were regulations 6 and 8 applied in 2 judicial atmosphere to steel- 
workers, the increase permissible, on the basis of the BLS Consumers’ 
Price Index for February 1952, would be less than 7 cents per hour. 

The Board, however, recommended increases totaling 1714 cents 
per hour, more than twice as much as is permissible under the BLS 
revised index for either January or February 1952 and almost twice 
ts much as was permissible had the old unrevised and less accurate 
index of the Bureau been employed. 
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Having ignored the guides provided by its own regulations, \, 
find the Board : seeking to justify its action ‘by saying that regulations 
6 and 8 have no application in a dispute case and that the Board 
free to take whatever action it sees fit and deems to be fair, equitable, 
and not unstabilizing. 

In its presentation of the case, the union declared that it coul 
justify 34 cents an hour increase in wage rates alone because of t)\ 
interpretations which it believed could be attached to various sections 
of these two regulations, 6 and 8. 

Certainly, in my opinion, rules susceptible to such extreme flexi} 
ity are not designed in the interest of stabilization and go far toward 
converting in a time of emergency our traditional principle of 1 
by law to rule by the whim of a board, which the record, I believe. 
will show traded with labor on recommendations for which it would 
vote “aye.” 

Time will not permit further attention to this aspect. The com 
mittee can, however, learn more in this connection from the transcrip 
of the April 15, 1952, hearing before Senator Murray’s Committee 0) 
Labor and Public Welfare and testimony of Mr. Bane, industry 
member of the special panel, in the transeript of April 23, 1952. 

Expressed briefly, the President of the United States and M 
Feinsinger can assert that the steel recommendations conform to th 
Board’s policy. But conformance to policy, which can be interpreted 
as broadly as it has been in the steel case, can be, and is, unstabilizing 
because the policy as interpreted is just that. 

Just one more point. Another regulation—13, I believe— permits 
the application of certain so-called fringe benefits, provided they do 
not exceed prevailing industry or area practice. 

The amount of money involved is not calculated against the pe: 
missible wage increases under regulations 6 and 8. In the steel cis 
pute, for instance, a number of so-called fringe benefits were reco 
mended—one, for instance, penalty overtime rates of pay for work 0 
Sunday despite the fact that no prevailing pattern for such is to | 
found in continuous-process industries. 

My next heading is “Extension of controls?” The immediate ques 
tion before this committee. as I understand it, is what Congress shoul 
do about wage-price controls after June 30. 

My own conclusion, based upon my experiences in the current stee 
dispute and my observation of the manner in which controls were 
operated in the closing months of World War IT, is that they shoul 
not be extended. 

In that respect, Iam in agreement with Prof. Sumner H. Sliclite 
of Harvard University, who last week stated that “the steel case 
sharply illuminates the discriminatory differences between wage-sta 
hilization policies and price-stabilization policies” and that “it would 
be better for the country to run the risk of some inflation than to 
impose controls as discriminatory and unjust as those embodied in 
present wage-price policies.” 

The fact is that it is not possible to control only a part of the econ- 
omy, and the Board’s recommendations in the steel case make it ci 
that there is no longer any control over wages. 

Were the recommendations merely catch-up ? 
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May I turn now to that portion of my statement concerned with 
whether the recommendations can be regarded as merely permitting 
steelworkers to catch up with workers in other industries. 

Mr. Feinsinger has so declared. The President of the United States 
said, among other things, in his radio address to the Nation on the 
night of April 8: 

In the steel case the Wage Board recommended a general wage increase aver- 
aging 1354 cents an hour in 1952. 

Obviously, this sets no new pattern and breaks no ceiling. It simply permits 
the steelworkers to catch up to what workers in other industries have already 
received. 

We do not believe that the facts support this declaration. What are 
the facts ¢ 

[ mentioned a few minutes ago that steelworkers received an in 
crease of 16 cents per hour on December 1, 1950. It was referred to in 
Dr. Taylor’s report, — I also mentioned, as the largest increase 
occurring in that yea 

That imerease in sani compared favorably with those which fol- 
lowed, including increases to employees in other industries, where 
escalation clauses resulted in increases flowing from the inflation. 

Government officials now, however, are declaring that the increase 
recommended by the Board in steel is justified because of these in- 
creases in other industries following steel’s last round. 

There is, in our opinion, no basis for this catch-up theory. To the 
contrary, the facts prove, we believe, that a more appropriate char- 
acterization is “leap ahead.” 

The charts which I will now present show the past relationship be- 
tween wages in steel and several of the Nation’s principal industries. 

The industr y groups shown are those which Mr. Feinsinger selected 
for comparison with his Board’s recommendations for the steel in- 
dustry. 

Mr. Feinsinger, however, in certain of the industries referred only 
to a Wage-rate increase In one company: and, in others, the industry. 
The steel case is an industry case. 

The industry groupings are those established by the Bureau of Labor 
Statistics. The earnings data which the charts reflect are compiled 
monthly by the Bureau on a uniform, comprehensive basis. 

The charts will reflect changes in both straight-time hourly earnings 
and average hourly earnings. 

I will, of course, indicate which is which as the charts are presented. 

Straight-time hourly earnings, as compiled by the Bureau, include 
basic hourly rates, incentive earnings, and shift differential or pre- 
mium payments. Average hourly earnings include the same compo- 
hents plus premium pay ‘for overtime and for holidays worked. 

The Bureau furnishes a series of adjustment factors by which 
straight-time hourly earnings are calculated from average hourly 
earnings. These adjustment factors have been used in determining 
the straight- time hourly earnings which will be shown. 

These ‘adjustment factors were published in 1942 and 1950 in copies 
of the Bureau’s Monthly Labor Review. The factors consist of a series 
of percentages by which average hourly earnings may be adjusted to 
produce straight- time hourly earnings. de spending on the average num- 
Ge of hours worked per week. 
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The Bureau has been careful to point out the limitations in the is. 
of these adjustment factors. These limitations are minimized for the 
purpose at hand, which is to show changes in straight-time hourly earn. 
ings as between various industries over a period of time. 

May I emphasize that each chart of average hourly earnings an 
straight-time earnings which follows is on a uniform basis as betwee: . 
the industries shown and reflects official Government figures. 

Here, in chart 1, is shown the picture as painted by Mr. Feinsinger 
of wage increases granted by selected companies in industries since 
the date of the last steel wage increase. None is shown for steel 
Naturally wes is so since he took a starting point 1 minute after { 
December 1, 1950, steel increase to begin ‘the comparison. 


SINCE DECEMBER 11950 


BY CHAIRMAN FEINSINGER 


The figures for companies in the auto and farm-machinery indus- 
tries do not include the latest 3-cent cost of living increase March |, 
1952, for those companies. However, the March cost of living index 
if continued into the coming months, would eliminate 2 cents of this 
” cents increase. 

Mr. Feinsinger’s wage increase figures besides starting with an 
unfair pin point date—December 2, 1950—represent the changes 
in base rates only for selected companies within each industry. 1 
the next chart are shown the increases in average hourly earnings 1! 
the same industries using Bureau of Labor Statistics comprehensive 
data. 

So that there will be no misunderstanding of my reasons for intro 
ducing average hourly earnings into this dise ‘ussion, I want to describe 
br iefly those reasons, 
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Such earnings are a far more reliable measure of the relative status 
of employees in various industries from the standpoint of wages than 
are the wage rate increase statistics upon which Mr. Feinsinger relied. 
[t should be noted in passing that the Presidential Steel Fact-Finding 
Board in 1949 selected average hourly earnings as the best avail: tble 
method for determining whether or not the workers in one industry 
were suffering wage-rate and incomerinequities relative to workers 
in other industries. 

There can be, and almost always is, a difference of opinion with 
respect to the proper series of earnings data to use in inter-industry 
compar isons of wages. I use both straight-time earnings and average 
hourly earnings. "The conclusions are the same on either basis. 

The signific: ‘ance of straight-time earnings in the questions here 
under consideration is that this concept is the one employed by the 
Board in its general wage regulations 6 and 8. 

The significance of average hourly earnings is that they are a better 
reflection of the relative wage positions of various groups of e mployees. 

There is a tendency, in comparing average hourly earnings, to 
overemphasize the effects of differences in the length of the work- 
week as between industries. The average workweek in the auto- 
mobile industry during World War II was 43.4 hours. That was 
six-tenths of an hour greater than the workweek of 42.8 hours in steel. 
Since the war, the steelworkers’ workweek has averaged 39.2 hours, 
exceeding that of the auto workers by about one-tenth of an hour. 

In the period 1950 to 1951 the auto workers’ workweek declined 
from 41.2 hours to 39.5 hours and the workweek of the steelworkers 
ncreased from 39.9 hours to 40.9 hours. 


Wage rates and straight-time earnings are, in an important sense, 
somewhat unrealistic. Ve ry few employees ever receive pay checks 
which, divided by their hours of work, yield a wage scale rate. Earii- 
ings of steelworkers are complicated results of many components 
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including hourly wage rates, incentive payments, shift differentials. 
out-of-line differentials, reporting pay, overtime premium, holida) 
premium, and others. 

The important determinant of aga Wage position as betwee 
the steelworker and the auto worker or any other worker is the ful 
amount of his pay. It is all his, not Fea a part of it. The cashier j) 
the A. & P., when she takes the steelworkers’ money, does not knovy, 
I am sure, whether she has received in payment overtime dollars 0) 
straight-time dollars. The distinction is of no significance to her. T, 
attempt to distinguish is, in this sense, artificial. 

In the comparison on chart 2A we have moved Mr. Feinsinger’: 
starting point back 1 minute, namely, to include the entire mont}, o! 
December 1950, so as to include the last steel increase. It can |x 
seen that the increases for steelworkers compare very favorably wit! 
any of the other industries frequently mentioned by Mr. Feinsinge: 
and others. However, the increase shown for steel does not include 
the increases recommended now by the Wage Stabilization Board. 

You may ask why, if I said a moment ago steel got 16 cents as of 
December 1, that second column says 21. That is because in averag 
hourly earnings the Bureau of Labor Statistics adds to the basic wag: 

rate, the shift differentials, the 4 cents per hour the workers get ou 

the afternoon shift and the 6 per hour they get on the night | shift, 
incentive earnings, overtime and holiday premium. A substantial 
portion of the steelworkers are incentive plans which give them in. 
creased earnings above their basic hourly rates. 

Senator Frear. I suppose you do not want to ask any questions here’ 

Senator Futsrient. You may. 

Senator Frear. Are the other bars the same as the second bar’ 

Mr. StepHens. Yes, these are the figures used by the Bureau of 
Labor Statistics and the comparison is ‘completely accurate. 

Senator Frear. Are there any of those other industries that have 

Saturday and Sunday work in the same proportion as steel ? 

Mr. Sreruens. I would say that there are not. There are no i- 
dustries there so far as I can see or know about, in which companies 
in the industry are of necessity, because the nature of their busi- 
ness, engaged in continuous operation 365 days in the year. The ques 
tion was asked earlier—I think that the book which I introduced - re 
shows that about 12 percent of the steelworkers work on Saturday 
I think 8 percent on Sunday. There may be some overtime work a 
formed in those other industries. 

Senator Frear. It would be of no significant comparison ¢ 

Mr. SterHens. I show that the difference in hours is not significant 

Senator CapeHart. Why did Mr. Feinsinger go back to December |! 
Why did he not. go back to the beginning ‘of the Korean war or the 
beginning of the Defense Production Act, or the Control Act? 


Mr. STEPHENS. = I may say so, in the second paragraph, on page ’. 


of my statement, I said, “I will be happy to answer questions if I ca 
dealing with any oasis concerning which I have direct and factua 
knowledge.” | 
I have no idea why Mr. Feinsinger did not, so I cannot answer th: 
question. 
Senator Capenarr. Just what day in December 1950 did the stee 
industry get the 16-cent increase 4 





M 
ins 
nor) 
bec 

\ 
yea 
the 
WOol 
net 
fall 
mel 
ano 
inte 


cla 
con 


\ 


De 

] 
De 
hac 


: 


cer 


CO 


CO 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 QIAD5 


Mr. SrePueNs. As a matter of fact, this is the story. The contracts 
in steel permitted wage reopening in 1950 as of November 1. Under 
normal circumstances a wage increase, if negotiated, would have 
become effective January 1, 1951. 

Mr. Philip Murray, however, got after me reasonably early in the 
vear. He said that the freeze was going to be coming along later in 
the year and the cost of living started rising slightly and the auto 
workers had gotten a little more on their escalation provisions and the 
net of all that was that we in the steel companies, trying to do the 
fair thing, opened bargaining earlier than required to under the agree- 
ments. We came to an understanding and instead of waiting for 
another month, which we could have done before putting the increase 
into effect, we put it into effect as of December 1 

Senator Capenartr. When did the contract in 1950 expire ¢ 

Mr. Sreruens. It did not expire, sir. There was a wage-reopening 
clause in it which permitted them to reopen on November 1. The 
contract which expired as of December 31, 1951, was that contract. 

Senator CaprHart. Normally it was the contract that expired on 
December 31, each year ? 

Mr. Sreruens. No, sir; the contract which terminated or expired 
December 31, 1951, was actually a contract made April 22, 1947. It 
had been reopened from time to time. 

Senator Carenarr. But you did _— paying their additional 16 
cents an hour in wages on December 19: mo) ¢ 

Mr. Srepnens. Yes, sir. 

Senator Carpenart. You actually began to pay | 

Mr. SrerueEns. Yes, sir. 

Senator Capenart. Is it true of your company and all the others ¢ 

Mr. Sreruens. It is true, I am sure, of all the major companies. 

Senator Capeuarr. This chart that Mr. Feinsinger used before this 
orn is the same one that 7 have on the left, or your chart 
No. 1. He starts with December 1, 1950, and shows steel nothing. 
eo say you did start paying this 16 dente? 

Mr. Sreruens. Yes, sir; the employees working December 1 started 
to receive the increase, which averaged 16 cents on hour. 

Senator Carenarr. But he shows the steel industry in his chart 
which he presented to this committee as having no increase. 

Senator Frrar. He used the word “since.” 

Senator Bricker. It is “since December 1.” 

Mr. SrerHens. It is a difference of a minute, I take it, sir, between 
ours and his, 

Senator Bricker. You have no idea why he picked “since” De- 
cember 1? 

[t looks as though he deliberately wanted to misrepresent it to this 
committee and misrepresent it to the Nation. I can come to no other 
conclusion. 

Is that his chart up there 

Mr. Sreruens. No, sir; these are all our charts. 

Senator Bricker. Did he use the word “since” / 

Mr. Srepuens. This is out chart indicating what we understand 
the wage picture was as presented by Chairman Feinsinger. 

Senator Bricker. I think that is the chart he presented to this 
committee here some few days ago. 
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Mr. Srernens. This is our chart, sir. 

Senator Careuarr. Yes; but the material on your chart is the - 
as the material on the chart he presented to this committee. 

Mr. Sreruens. We built this chart from one of Mr. Feinsing 
statements; yes. 

Senator Caremarr. He had the chart, but he had it in red an 
had it going the other way. 

Senator Carenarr. Did Chairman Feinsinger know that on D 
cember 1, 1950, every steelworker in the major companies received 
the benefit of the 16-cent-an-hour increase ? 

Mr. Srernuens. I would assume he did, sir. We stated it in the case. 
I do not know whether he read any of the evidence, but we put it there 

Senator Carenartr. Then your point is, if you go back from No 
vember—let’s take November 30—then you would have to include the 
16-cent-an-hour increase, of course, in the charts of the steel industry 

Mr. Srernens. Yes, sir. 

Senator Caprnarr. Plus the additional benefits you have explained, 
it makes it 21 cents ¢ 

Mr. Srernens. If you go back to 1 minute after midnight on No- 
vember—I am somewhat confused. If you go back to the Ist of Decem 
ber, you do not say “since”—well, I have it mixed up now. 

Senator Carenarr. It would appear to me that Mr. Feinsinger lias 
misrepresented it. 

Senator Frear. If he left the word “since” off of this it would shoy 
an entirely different chart. It would have shown the steel industry 
with 16 cents? 

Mr. Sreruens. That is right. 
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Mr. Sreruens. Here, on chart 2B, we show the increase for steel- 
vorkiaa including the Wage Stabiliz: ition Board recommendation as 
it would add to average hourly earnings at January 1, 1953. The 
Wage Stabilization Board recommendations. when fully effective at 
January 1,°1953, would add 24.6 cents to the average hourly earnings 
of the steelworkers. This is less than the full employment cost to the 
companies, Which is about 30 cents—29.8—per hour, because the Bu- 
reau of Labor Statistics’ average hourly earnings figures do not reflect 
the employment cost items of vacations, pay for holidays not worked, 
payroll taxes, and pension costs. 
~ These items make up the difference between the 24.6 cents cost shown 
ind the 80 cents total cost. It can be readily seen that the increase for 
-teelworkers would be enormously more during this period than for 
the other industries. Thus, there will be tremendous pressure for a 

ew round of increases in other industries to match the effects of the 
-teel wage increases. 


r. SrepHens. Mr. Feinsinger also presented data showing the gen- 
vage increases granted by the same selected companies since lorea 


ine 1950. These increases are shown by chart 3. What do the 
tics of average hourly earnings issued by the Bureau of Labor 
tics show for the same period ¢ 

STEPHENS. Here, on chart 4A, are the actual increases in aver 
ourly earnings for the various industries. Again it can be seen 
ie steel wage increase during this period is not much behind evel 
ndustries having the largest increases. Steel shows a greater 
ise ~ three of the industries and a lesser increase than four. 

f it be the view of the Wage Stabilization Board that a wage 
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increase in steel is needed to catch up with these industries, three o 
which it already exceeds, they have considerably overshot their mark. 
Let us see what the addition of the WSB recommendations in ste 
would do to this comparison. 
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Mr. SrerueEeNs. As shown on chart 4B, the addition of the full 
Wage Stabilization Board recommendation would put steel wage in- 
creases, at the beginning of next year, greatly ahead of the increases 
in any other industry. Again during this period the increase in steel 
wages is much greater than the highest of the other industries and 
would require a new round of wage increases to enable these indus- 
tries to catch up with steel. As I stated earlier, the Board itself 
selected January 1950 as the appropriate base date for wage com- 
parisons under stabilization. 

Senator Futsricut. What would be the relationship there if that 
same chart was based upon straight-time and hourly wages? 

Mr. Sreruens. I have that later, sir. 


SINCE JANUARY 1950 


BY CHAIRMAN FEINSINGER 


Mr. Srernens. Here in chart 5 are reflected figures presented by 
Chairman Feinsinger as to relative increases in selected companies 
starting with increases in January 1950, in these industries. 

Now again, what do the figures compiled by the Bureau of Labor 
Statistics on average hourly earnings show for these industries? 
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Mr. Sternens. In chart 6A is the comparison of wage incres.es 
beginning with the wage-stabilization base period—a very approp! 
period for comparison. Again it can be seen that the wage incre 
in steel are very substantial in relation to the other industries. 


6B 
FROM DECEMBER 1949 


SELECTED INDUSTRIES 
SOURCE: 
US. DEPARTMENT OF 
LABOR, BUREAU OF ae 
LABOR STATISTICS WAGE STABILIZATION von 
PUBLICATIONS PROPOSED RAISE ~ 24.6: 


O —aefmos = RUMEER sear. 


METALS = PRODUCTS «= MALHIIMERY 
, MRO 


. PRODUCTION WORKERS OR NON-SUPERVISORY 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 2251 


Mr. SreruEens. We show, in chart 6B, next the ultimate increase 
: steel wages as recommended for the beginning of 1953 as it would 
be reflected in the Bureau of Labor Statistics average hourly earn- 
ings. So, on the basis of the full period of wage stabilization, the 
Wage Stabilization Board recommends an increase in steel wages 
of more than 17 cents an hour greater than the largest increase for 
any industry they selected as a basis of comparison. 

Gentlemen, no matter how these Government statistics are viewed, 
the only realistic conclusion must be that the Wage Stabilization 
Board steel recommendations would result in heavy pressure for an- 
other round of catch-up increases in the various industries which they 
have talked about as having had more pay increases than steel. 

Senator Futsrient. Does Mr. Feinsinger call chart 5 straight time ? 

Mr. Srepuens. Mr. Feinsinger, when he talked about the meat-pack- 
ing industry, he took one company only, Swift & Co. 

In farm equipment, he took International Harvester. 

In electrical, he took General Electric; and in auto, General Motors. 

Senator Fu.srientr. Those are not industries ¢ 

Mr. Srepnens. No; those are single companies. 

Senator Moopy. May I ask one question ¢ 

Senator Futsrieut. Yes. 

Senator Moopy. Mr. Stephens, let me say it is a point of dispute 
whether or not it is a catch- =p or not. Do you think this could be 
accepted on the basis of the General Motors formula? If a formula 
accepted by another industry were then placed into effect by the steel 

lustry, 1 should think that would be regarded as a catch-up and 
CO ld not be used thereafter by others to break tvhouah further ? 

Mr. Sreruens. If I understand you, Senator Moody, I assume you 

asking me whether I think the present dispute in the steel industry 
oct be settled by the use of the escalation and annual improvement 
feohuie which I take it you mean to be the General Motors formula. 

Senator Moopy. That and other features of the General Motors 
contract. Whether it would be wise to settle on that basis. 

Mr. Srepuens. [ am not sure I understand your question, but by 
responding to it maybe you can be the judge as to whether I do. 1 
personally am opposed to “built-in” inflation, which is my term for 
escalation in these labor contracts. 

Secondly, I believe, and I think IT can demonstrate it later, that 
the annual improvement factor works mahy injustices. There has 
been said to me—and here I am departing from my description of 
which T have direct BROW en ap, but it has been proposed to me that 
automatic increase under the General Motors annual improvement 
factor is just another 4 cents now which is demanded by other unions; 
{ is automatic and there is no measurable way to determine whether 
you are getting increased productivity as a result of that. 

[ think there mz iy be some merit if there is a small company which 
seeks, as do even the big companies, better employee rel: ations; if they 
could through some automatic increased factor generate such enthu- 

ism and ood will and so forth and so on, there might be something 

. but aside from that I think that we are in an unfortunate 
ituation where we have what is known as pattern bargaining. I 
do not think it should be. I think each company should settle with 
the unions on the basis of the-realities in its own particular company. 
but we got it anyway. 
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There may be people who are operating in the area where Ge) 
Motors operates who cannot afford to do what General Motors di 
and you are, by that condition, either forcing them to do what cir. 
cumstances would not seem to dictate would be wise, or you are putting 
them in a position where their workers are operating at lower wag 
rates than other people in the community, which militates ; 
them from the employment angle, and so forth. 

Senator Moopy. Do you feel that formula would be a more favor 
able pattern than the formula that has been proposed by the Wag 

soard? If you must have pattern bargaining, as you put it / 

Mr. Srernens. No; I am opposed to the formula. 

I do my best to understand things and I have respect for peop) 
who think about them. 

Slichter, for instance, has published statements in which he declare. 
that rising costs are but a reflection of money in circulation in relatio 
to available goods. 

Senator Moony. The reason I asked the question was because that 
was a formula reached by free collective bargaining between a ver 
large industry and a union and it is one which seems to me to len 
itself to definition as something that is already in effect and therefor 
would not be a break-through. 

Mr. Srernens. Well, the union did not want it. It so declare 
The union did not want the General Motors formula. 

Senator Moopy. You mean the steel industry ? 

Mr. Srernens. Yes. 

Senator Moopy. I know about that. 

Mr. Sreruens. And the industry did not want it. It was broug 
into play 2 or 5 years ago and it has caught on to the extent on! 
where it has covered about 20 percent of the industrial workers « 
part of that has been because—I do not know whether railroad worke: 
are included among industrial workers but part of that 20 percent 
is because that was the settlement suggested by Steelman in the ra 
road situation. 

Senator Futsrientr. I am not clear what the basis of Mr. F\ 
singer’s chart is. The “automobiles” is 27.4 over here and it seems: 
to be higher than General Motors on chart 5. This is straight tim 
on chart 5 and parts 6-A and B are average time. What would | 
the factors that went into that chart ? 

Mr. Sreruens. Since January 1950, I believe T am correct in sa) 
ing. chart 5 reflects the increase in wage rates only in General Motors 

Using the Bureau of Labor Statistics figures, there is a differenc 
between wage rates as such—basic wages—and straight-time earnings 
The difference is accounted for by the addition—as does the Bureau— 
tothe basic wage rates between incentive earnings and shift premiuns 

Senator Carenarr. And overtime on Sunday / 

Mr. Sreruens. No, sir; that comes in on the average hourly ear 
Ings. 

Average hourly earnings include the effect of overtime payment- 
Therefore, I have had prepared the same series of period comparisons 
using straight-time average earnings as calculated from the averag 
hourly earnings, using the Bureau of Labor Statistics formula fo 
eliminating overtime. As previously noted, straight-time hour) 
earnings consist of earnings at basic hourly rates, incentive earnings, 
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and shift-differential payments. IT will run through these compar 
sons quickly for you, 


FROM NOV. 1950 


STRAIGHT TIME 


SELECTED INDUSTRIES 


RUBsER STEEL 
PRODUCTS 


PRODUCTION WORKERS OR NON-SUPERVISORY EMPLOYES 


Chart 7—A shows the increases in straight-time hourly earnings fon 
the same industries starting with increases in December 1950. The 
steelworkers have received a substantial relative increase in straight 


tine earnings. 


FROM NOV. 1950 - 


STRAIGHT TIME 


SELECTED INDUSTRIES 


SOURCE : 
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The increase is projected in chart 7—B to include the Wage Sta! 
zation Board recommendations in steel. The effect on the strai 
time average hourly earnings of the Wage Stabilization Board 
ommendations, effective January 1, 1953, is 19 cents per hour as sho 
This is composed of 1714 cents for base-rate increase, 1.2 cents fo. 


creased shift differentials, and 0.3 cent for reduction of southern 


ferential. 


It can be seen that the steelworkers under the Wage Sta 
bilization Board recommendation will be doing so well that. Wages 
in those other industries would certainly be “unstabilized” by | 
relative loss in wage position. This is not wage stabilization: 

a continuation of past wage inflation. 


Chart 8—A shows increases in straight-time earnings since K 


In this period the steel industry shows an increase in straight 
hourly earnings of 20 cents. 


The largest increase shown is 27 


for agricultural machinery, and the smallest increase in 17.8 
for shipbuilding. 
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"FROM JUNE 1950 
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The effect of projected increases on straight-time hourly earnings 
steel is pictured in chart 8—B. The effect of the Wage Stabiliza- 
tion Board steel recommendations is to make the steel wage increase 
far greater than that for any of the other industries cited by Mr. 


| : oe 
reinsimger. 
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Here, on chart 9—A, are shown the increases in straight-time ea 
ings in these industries from the Board’s stabilization base period 
January 1950. In this period the increase in steel strai@ht-t 
hourly earnings is less than that of five of the industries and vreate) 
than that of the two others. 


9B 


FROM DECEMBER 1949 
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SELECTED INDUSTRIES 
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Chart 9-B shows the effect of the Wage Stabilization Board stee! 
recommendation on steel straight-time earnings at January 1, 15. 
Again the total steel increase would be much more than the largest 
increase for any of the other industries which Mr. Feinsinger com 
pared with steel. 

Now, it must be evident that, no matter how the official Government 
wage statistics are compared, the steelworkers’ wage increases, includ 
ing the Wage Stabilization Board recommendations, would be so hig! 
that it is incorrect to state, as Mr. Feinsinger has, that they would 
not lead to increases in other industries. 

Since so much has been said about relative wages in the steel a 
auto industries, I would like to show you a longer-range compa! 
het ween average hourly earnings in these two industries, 
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On chart 10 are shown the Bureau of Labor Statistics average hourly 
earnings of production workers in these two industries by months 
starting with January 1939. It can be seen that with few exceptions 
throughout this period auto wages have exceeded steel wages, on the 
iverage, and at the end of 1951 auto workers’ wages were in their 

istomary relationship with steel wages. 

Mr. Feinsinger has said that, because of the annual improvement 
creases In the auto industry, auto wages will exceed steel wages even 
ifter the full wage increase recommended for steel workers. Is this 
i Tact 4 

We have added the increases in steel wages recommenced by the 
Wage Stabilization Board and also have projected auto wages, as 
suming that the cost-of-living index will continue to be at the Mareh 
‘52 level and including annual improvement increases in 1952 and 
ivain in 1953. Thus, it can be seen that, based on official Government 

ige statistics, steel wages would have leaped ahead of auto wages 
ind would stay ahead unless further increases are granted to auto 
vorkers. They in turn would then be in a catch-up position, ‘To 

everse the historical w: age relationships of these industries during 

a Reena of wage stabilization would seem to be contrary to stabiliza 

7 vy. ' 
ator Moopy. Does it have the same relationship with hourly 

ive rates? Do you have a chart on that 4 

Mr. Srepuens. We haven't a chart on wage rates. We have in the 
‘eel industry what is known as 32 job classifications. 

Senator Moopy. In the “Hourly earnings” figures there is how many 
ows they work, how much overtime, the shift differentials, and so 

I am trving to see if the hour rates would be the same. Your 
chart is “Hourly earnings.” Do you have one on average wage rates / 
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Senator Frear. This is as close a comparison as you can mak 
it not? 

Mr. Sreruens. Yes. For instance, we have a first helper in 
steel industry. They do not have that in automobiles. I guess ;) 
ably their highest-paid people are tool and die makers. We do 
have them, or very many of them, although our rollers, who 
totally different job, probably make far more than the tool and 
workers do. But in order to compare wage rates you have to con, 
comparable jobs. 

Senator Moony. I think the same thing applies to hourly earn 
I just inquired as to whether you did have a similar chart on \ 
rates. 

Mr. Sreruens. I do not like to disagree with you, sir. 

Senator Moopy. That is all right. Thank you very much. 

Senator CareHart. The rate you pay your janitors is possibl) 
same as General Motors pays the janitors. You might get the 
on common laborers and compare i with the rate they pay com) 
laborers, and you might compare the rate you pay tool and dye ma 
with the rates they pay them. 

Mr. Srepuens. There are some cases where the two are ident 

Senator Carenarr. You have some press operators in your fabri: 
ing business, or you might take the rate you pay lathe operators 
compare it with the rate they pay lathe operators. However, ev 
ina small company you have a dozen classifications. 

Mr. SrepnHens. You can make some comparisons, but there 
22 job classifications worked out; they evaluated each job on the 
of 12 characteristics of the job. That is why I say, unless you appl 
that same manual to similar jobs in the automobile industry, a co: 
parison on rates would be meaningless. 

Senator CareHartr. You can negotiate a new contract, of « 

[f you have 82 job classifications, if you are going to give a straight 
across-the-board increase, if you are going to crive 10 cents a 

you add 10 cents an hour to each of those classifications. 'T he fi 
vetting S2 an hour would get t $2.10. The fellow getting $1.50 

vet $1.60 and at times, of course In negotiating, you negotiate | 

a higher rate for certain classifications than you do to other class 
tions. 

Senator Moopy. My point was, if you can average one yo 
average the other, I merely asked if you had a chart on it. 

Senator Frrar. What percentage of the employees in the 
dustry have overtime wi: ages ¢ 

Mr. SrepHens. I cannot answer that. I can probably devel: 
It depends upon the period. You would have to take some defi 
| e riod. 

I mentioned here a moment ago that overtime, the total 


worked in a given period is 41 and a fraction. 
Senator Frear. You did make a comparison of that wit! 
other industries. 

What I was trying to develop here, Is your percentage of \ 
getting overtime much greater than the percentage of the auto 
industry getting overtime ? 

Mr. Srernens. No, sir. That is shown by the informatio: 
on the bottom of that page. 
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Se nator Frear. Then the relative position you have presented on 

‘is does have some bearing to the position on the average hourly 
’ Tania chart No. 107 

Mr, SterHens. It influences average hourly earnings; that is cor- 
rect. But I have pointed out what the difference in hours was between 
the auto industry and steel. The conclusion that must ineivitably be 
drawn from the difference in hours is that the influence of hours on 
his chart would be very minor. 


) 


"i 


STRAIGHT TIME 


STEEL 


en a GOs ac cee : : 
wmwe4# 2 &@ 46 & % FY 49 nu SS 
SOURCE: US DEPARTMENT OF LABOR, BUREAU OF LABOR STATISTICS PUBLICATIONS 


Chart 11 is not concerned with overtime hours. 
Mr. Srepnens. Here is the same long-term relationship bet 
ight-time hourly wages in these two industries. Again it can be 
that typically, on the average, auto wages have exceeded steel 
vages. 
We have added again the projection of the Wage Stabilization 
Board recommendations as in oe comparisons. And again it 
be seen that in 1952 and 1953 steel wages at straight time would 
xceed auto wages at straight time, a most unusual wage relationship 
these two industries. 
Mr, Srepuens. The first comparisons which I made involve the 
of selected base dates for measuring increases in hourly earnings 
m those dates through to the laest figures published by the Bu 
iu of Labor Statistics. A good picture of relative wage changes 
be brought out with this type of chart, No. 12A, which shows by 
ne the relative movement of wages in the steel industry starting 
li the base month for wage-stabilization purposes and projected 
ough July 1, 1953, based on the Wage Stabilization Board recom 
dations. This chart shows average hourly earnings as reported 
the Bureau of Labor Statistics for the steel industry only. 


o2—pt. 4——20 
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How do wage movements in this period compare with changes | 
nuto Wages / 

Mr. Sreruens. Here, in chart 12B, are shown the Government fig 
ures for auto average hourly earnings and a projection of those fig 


FROM JANUARY 50) 


AVERAGE HOURLY EARNINGS 


3 1951 1952 oe 
SOURCE: U.S. DEPARTMENT OF LABOR, BUREAU OF LABOR STATISTICS PUBLICATIONS 
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ures through July 1953, based on the General Motors annual im- 
provement factor and cost-of-living clause. The effect of the Wage 
Stabilization Board recommendations is to move steel waves well 
beyond auto wages. 

Now, what about relative wage movements in other industries ? 

Mr. Srernens. Chart 12C shows the wage trends of average hourly 
earnings in the shipbuilding, rubber, and electrical industries. You 
can see how in December 1950 steel wages jumped ahead of wages in 
these industries and during 1951, as Mr. Feinsinger has observed, 
these industries have had wage increases, but—and this Mr. Fein 
singer has not said—those increases were designed to catch up with 
steel. A new wage increase in steel of the magnitude recommended 
by the Wage Stabilization Board will put a tremendous inflationary 
pressure on the wages in these other industries. 


FROM JANUARY 1950 


AVERAGE HOURLY EARNINGS 


te ean 


1951, 1952 1953 
SOURCE: U.S. DEPARTMENT OF LABOR, BUREAU OF LABOR STATISTICS PUBLICATIONS 


Mr. Srepnens. Here again we show, in chart 13, the wage trend 
in the steel industry according to Bureau of Labor Statistics average 
hourly earnings and that trend projected to July 1953, compared with 
wage trends in the agricultural machinery, nonferrous metals, and 
ineat-packing industries. 

Once again, in comparison with these industries, it can be seen that 
steel wages jumped ahead in December 1950; and during 1951 there 
have been eatch- up raises in other industries. The effect of the Wage 
Stabilization Board recommendations on these other industries is 
only too evident. 

Mr. Srepuens. I have prepared these same comparisons using the 
Grovernment straight time hourly earnings figures. These are shown 


on this chart, 4A. Here is the trend of steel w: ages, past and pro 
jected, 
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Chart 14B adds the trend of straight-time earnings in the auto 
dustry. Notice that auto wages in 1952 and 1953 would be less 1 
steel wages. 


SOURCE: US DEPARTMENT OF LABOR, BUREAU OF LABOR STATISTICS PUBLICATIONS 
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On chart 14C we also show the trends of straight-time earnings 
in the shipbuilding, rubber, and electrical industries. Without a fur- 
ther wage rise in those industries and with a substantial increase in 
steel wages, their wages would be relatively depressed. 


AVERAGE STRAIGHT TIME HOURLY EARNINGS 
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Here again, on chart 15, is the trend of steel straight-time earninos 
actual and projected, and also we have added the trend of such ex1 
ings in the agriculture machinery and tractors, nonferrous metals, 9) 
meat-packing industries. Gentlemen, the comparison is the same tin) 
after time. 


From the roregoing it can be seen that the contention that the wag 
increase recommended by the Wage Stabilization Board is merel) 
catch-up increase is entirely misleading. 

That completes my formal statement, sir, and the charts. 

Senator Futsricutr. It being 10 minutes after 1, I think it w 
be a good time to recess until 2: 30, 

The committee stands in recess until 2: 30. 

(Whereupon, at 1: 10 p. m., the committee recessed, to reconve! 
2:30 p.m., the same day.) 


AFTERNOON SESSLON 


Senator Futsricut (presiding). The committee will come to ord: 

We will proceed with the questioning of Mr. Stephens. 

Mr. Stephens, there are one or two questions that I would | 
ask you based on your statement. 

On page 7 in the next to the last paragraph you say: 

Take the union-shop issue, for instance. The major steel companies 
been and are opposed to the idea that they shall interfere with the free ex 
of an employee's own will * * 


Now, the other day the representatives of the union stated th 
was not a fact that the steel companies opposed the union-shop p 
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ciple, that some of the subsidiary companies of the steel companies 
already have a union shop. W hat is the situation ? 

Mr. STeruHENs. I can only speak to the situation as it relates to 
United States Steel, Senator Fulbright. We have a union shop in the 
coal mines. Weare opposed to the union shop. The union shop in the 
coal mines came about as a result of an arbitration which President 
Roosevelt asked the steel companies to engage in in the latter part 
of 1940 and I think the award was made in 1941. | believe 
if not on the day of Pearl Harbor. 

The arbitrators were a board of three. Mr. John L. Lewis, Mr. Ben 
jamin Fairless, president of United States Steel, and Mr. Steelman, 
who moment: arily left his Government position to be the imps tial or 
third member of that board. The union shop came about as a result of 
that arbitration. 

Senator Funsricur. Is it fair to say that while you were op posed 
to it that it does exist, the union shop, in various subsidiary companies 
in the steel industries ¢ 

Mr. Steruens. The union shop exists in coal and so far as United 
States Steel is concerned the union shop exists on one at least of the 
small railroads owned by United States Steel. The circumstances 
of that are these: I have nothing whatsoever to do with the railroads. 
For years there has been an attempt, Iam informed, by the Interstate 
Commerce Commission to have the railroads classified as other than 
common carriers. I understand that that is undesirable. Accord 
ingly, the instructions under which I operate is to have nothing to do 
with the railroads. But, aside from that our policy seems to me to 
be realistic, if we have a small railroad in an industry where the union 
shop is a term and condition of employment, it seems to me that rea 
son dictates that we not champion the cause but we conform to the 
pattern prevailing. 

The union shop in the railroad was conceded in 1951, 1 believe, 
because—and I am speaking now specifically of the Union Railroad— 
that is the name of the railroad, the Union Railroad—beeause the two 
major common carriers with which it connected or did business com 
ing into Pittsburgh, the New York Central and I believe the Balti- 
more & Ohio, had, shortly after the amendment to the Railway Labor 
Act, entered into union-shop contracts. 

Now, we have union-shop contracts also in one of the reasonably 
recently acquired subsidiaries, what was the Consolidated Western 
Steel Corp., on the Pacific coast. Those are conditions which we 
inherited at the time of acquisition, to the best of my memory. 

Senator Funtsrieur. Are none of the so-called major companies 
under the union shop ¢ 

Mr. Steruens. I can speak, sir, for only the six with which | mee 
been associated in Attn, a aa ee r affairs, and I know of 1 
union shops other than in the coal mines and probably the r: nilreada, 


Senator Fuisricutr. | mean the main operations. ‘There is no 
unIOn shop ¢ 


almost, 


Mr. Sreruens. Not among the six companies. 

Senator Futsrienr. Do you know of any where there is / 

Mr. Sreruens. Oh, yes, the steelworkers’ union has published what 
is alleged to be a fact and I do not doubt it. that out of some 2.200 
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labor agreements which it has there are approximately 995 provi 
for union shops, but those agreements run with all sorts of compa. 
They are small. Among those so far as I know there are none o{ 
major, basic steel producers. 

Senator Futsrienr. That is what is usually referred to as thy 
basic producers, is that correct / 


Mr. Sreruens. In this case and the one which we unfortunat: 


had in 1949, I think we considered about 19 of the basic integn 
steel companies. 

Senator Futsricnr. So far as you know none of those have 
shops in their main steel-making operations ? 

Mr. Sreruens. So far as I know that is correct, sir. 

Senator Fuisricnr. On page 9 how did you arrive at that 7 
per hour’ We have had various figures here, 6, 9, and 1214, and 
have 7. I wonder if you would explain the 7 cents an hour \ 
you have in your third par: agraph ? 

Mr. Srrruens. I think that 7 is slightly less than the figures 
may have gotten before because that is based on the figures for | 
ruary. I believe the January figure depended on whether you 
the old or new index, whether or not it ran to 8 or 9. But the 
after the Board’s awards or recommendations came out the Feb: 
index came out and the February index declined and that acco 
I believe, for the 7-cent figure. 

Senator Fursricutr. What is the base month or period to \ 
you compare the February index that would warrant 7 cents’ 1) 
that come from October, November, December of 1950? 

Mr. Srepnuens. I am certain, though I would want to consult 
of my associates, that that would run from the base date establi 
by the Board; namely, January 1951. 

You see, under regulation 6, which was the first one, the basi 
was January 1950. Then the Board, as I pointed out this mor 
adopted a second regulation called No. 8 and the base date on that 
[ believe, January 1951, so that the accumulation under both reg 
tions 6 and 8 accounts for that figure. 

There was, I believe, on the basis of the industry, four-tentl 
cent due under the regulation 6. The balance would become «i 
der regulation 8. 

Senator Funsricut. 1 have one more question. You unders' 
the figures we asked Mr. Elliott for applying to Jones & Lauy 
Steel Co.—you were here when we asked that question / 

Mr. Srepuens. I remember the question. I could not repeat 
detail, but I will consult the transcript. 

Senator Furrrienr. Could you supply that same informat 
showing the basic data at which you arrived at the value of t! 
mands made upon you by the union—60 cents, I believe you 
Jones & Laughlin said 54. We have had before this an estimat 
56 cents. 

We have been trying to determine how you arrived at the val 
that increase because they disputed that. 

Mr. Sreruens. We would be very happy to do it because I | 
that company exhibit I pointed out this morning, companies’ ex! 
2, copies of which we are providing you, will point that out + 
industry basis. 
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Senator Futsrigutr. You might pick out of that the things that 
would make it a simpler presentation. This is material with which I, 
and many of the members of the committee, are not familiar. 

Mr. Srepnens. Frankly, you and I are alike. I am terrible with 
statistics and figures. Iam not too familiar with it. We will supply 
that for you. 

(The information requested follows :) 

In reply to Senator Fulbright’s questions regarding the cost of the union’s 
demands as related to United States Steel, it is estimated that the granting of 


six of the United Steelworkers’ demands with respect to which cost estimates 
‘e possible would increase employment costs of United States Steel as follows: 


TABLE 1.—Cost per man-hour 
age demand___ 


v fringe demands : 
Increased vacations— 
S paid holidays 
Shift differential ; 
Saturday and Sunday premium pa Ly 
reographical differential___- 


Total 


Total employment cost sa D6. 6 
The cost of these same six demands when applied to United States Steel's 
teelworkers only would be 63.2 cents. This difference from the above total of 
6.6 cents is due to the fact that certain of the demands would hot apply to some 
ivees and other demands would apply at different rates of cost 
he method of computing the United States Steel cost estimates is similar t 
ollowed in companies’ exhibit No. 2 with respect to industry cost of the 
demands, presented to the Wage Stabilization Board Steel Panel, and pre 
sly distributed to the members of your committee and made a part of your 
rad 
nator Futprigur. Senator Capehart ? 
Senator Caprnart. I want to be perfectly fair with Mr. leinsinger. 
been unable to put my fingers on his testimon) 9 ee rh I 
vht I would be able to. I believe he maintained, and if I am 
¢ the record may be corrected later, but the j Impression I vot Trom 
| questioning him the other day was that due to their regula- 
iid due to other reasons which I could not understand, even wit! 
derable experience in negotiating labor contracts and employing 
ple and meeting payrolls, that it was impossible for them, the 
Wage Stabilization Board, or those trying to stabilize and control 
ves, to deal with anything except wage rates. He made a point of 


Do you have an V idea about that? He did a fairly ood job in sell- 
ug this committee and he made a fairly good record on the factor that 
ates is the only thing they deal with and the only thing they can 
ie and it was his position that talking always about wage 
and average hourly earnings and hourly wages did not mean 
ing. 
you know anything about that? 
STEPHENS. I have some comments to make, sir. I hope they 
e helpful. 
e isan excerpt from the Wage Stabilization Board’s instructions 
i with its Form 100, which instructions state in detail the manner 
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in Which earnings are required to be computed for the purpose o{ 
applying the Wage Stabilization Board’s Regulations 6 and 8. | 
am now quoting : 

Average straight time hourly earnings for the first regular payroll period 
ending on or after January 15, 1950. It is extremely important that the comp 
tations of average straight-time hourling earnings. for the various appro 
units be made correctly. The following instructions should be observed 


Senator Carenart. He is talking about average hourly earning 
there throughout, is he not ? 

Mr. Sternens. He goes on and says: 

Total hours worked: Compute from record the total hours worked by 
employees. Total hour earnings at straight time rates. From the payro 


ords compute for the payroll period the total straight time earnings of employees 
for whom the information is requested. In determining straight-time earnings 


observe the following rules: 

(a) Include straight time hourly earnings for all hours worked pri 
deductions for social security, withholding taxes, insurance, deductions, and 
the like. 

(b) Include commissions and regularly paid bonuses which are a_ part 
the employee's straight-time earnings 

(c) Include shift differentials. 


Now, those are the component parts included by the Bureau of Labo 
Statistics in straight-time hourly earnings. 

[ am reminded that in my statement this morning—I think 
in my statement, but if it is not, it occurs on page 2 of my statement 
of last week to the Senate Committee on Labor and Public Welfare: 


f 


It should be noted in passing that the Presidential Steel Fact-Finding Board 
in 1949 * * *® 
That was a board chairmanned by Carroll Dougherty, David Cole, 
and Judge Rosenman, and Carroll Dougherty, during the days of th 
War Labor Board during the Second War, was the man in charg 
of calculations, statistics, earning rates, and so forth: 
’ * the Presidential Steel Fact-Finding Board in 1949 selected averag: 
hourly earnings as the best available method for determining whether o1 
the workers in one industry were suffering wage rates and income ineq 
relative to workers in other industries. 


Senator Carpenarr. I do not know whether any other members of 


the committee were present or not. I think they were. But I th 

it came about, this colloquy, because I placed into the record, or | 
think I handed him some charts prepared by others than themselves 
showing about what you displayed here today. It was average hour!) 
earnings. He took exception to it and said—I do not want to n 
quote him, but in substance he said it just cannot be figured on t 
basis, that it must be on a wage-rate basis. 

I am just wondering whether there is anything in their regulations 
or anything in their policy or formula that requires it to be don 
a wage rate basis. 

Let us say that it does. Of course, there again we get back to whiat 
we were talking about this morning, with Senator Moody. Whi 
you start comparing the wage rate in your industry with the aut 
mobile industry or the rubber industry or any other industry, ¥: 
have to compare categories and classifications. Otherwise it means 
absolutely nothing. Is that a true statement ? 

Mr. Steruens. I think so, yes. 


se 


agen 
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Senator CAPEHART. So is not the only possible way a governmental 
agency, in dealing with this subject, can deal with it, is on an average 
hourly earning basis ? 

Mr. Sreruens. I think a straight-time hourly earning basis, yes. 

Senator Capenart. You mean by straight time not taking into con- 
sideration any fringe payments / 

Mr. Srepuens. The straight time excludes the factors of overtime 
ind I believe holiday pay. 

| think beyond that, Senator, that where there has been established 
for over 50 years a Government agency, the Bureau of Labor Statis 
tics, which publishes periodically figures, it seems to me that the for- 
mula there endorsed, used, tried. and tested, constitutes the appro- 

riate formula for an agency, such as the Stabilization Board, to use. 

Senator Carenarr. That was my impression, too, and thought, 
ind that is why I was a little bit amazed to find that he took that 
position. TF was willing at that time to give him the benefiit of the 
doubt, that he knew something I did not know. 

Now another question here that I asked him. He quoted and placed 
nto the record, Mr. Fairless’ statement which you referred to this 
morning. I told him that I did not think that Mr. Fairless was 
ecessarily saying that this matter could not be settled by collective 
bargaining but had to come to Washington. 

Primarily I asked this: 

You quoted Mr. Fairless in the New York Times where he said that collective 
areaining would not be sufficient and that the thing would end up in Washington. 
| believe that is what you quoted. 

Now Il am quoting myself : 


Didn't he make the only statement he could possibly make becuuse the steel 
ipanies would have been unable to put any wage increases into effect without 
vour permission? Is that net correct? 
ir, b EINSINGER. No, sir. » have self-administering regulations under which 
ies could agree to a cost oe living wage increase and do not even have to 
to the Board for approval. 
ator CAPEHART. Your answer is that he could have put some 
eflect without your permission. Would he have had to have n 
EINSINGER. No; he just has to keep records. He does not 


Senator CAPEHART. Just a minute. Were your recommendatio 
uid have automatically placed into effect? 


Then of course you get a typical answer: 


! me explain the regulation, if the parties wanted to use the base date of 


anuary 15, 1951, they can do it without coming to the Board If they claim 
ney have specal circumstances and want to use some other base date, they have 
‘to us for approval. 


Senator CAPEHART. Couldn't the steel companies have given the steelworkers 
verything you recommended without your permission ? 

ir, LELNSINGER. They could have agreed to it, surely, and then submitted the 
ereement to the Board. 

Well, that meant, of course, that they would have had to have come 
0 Washington to get the matter settle d. 
Now I believe you testified this morning that under this automatic 
crease of the Board's policy, you could have put into effect about 7 
cents an hour, is that it / 

Me. Sreruens. The amount that would have been permissible un- 
der the Board’s regulations on wage 1" ates at about the end of last year 
Wor ld have been 6 cents or 7 cents, I am not exactly sure which. 


j 
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Senator Carprnarr. What might it have been when they sett |e we 
this matter here a few days ago? It would have been somew)\,; whe' 
greater, wouldn't it ? 

Mr. Sreruens. Not too much greater on the wage rates. It mig! 
have been nine. It depends on which index you use and which moit 
you use. 

However, I should like to say, Senator, there was just no possib 
of having settled, because even before the November meetings of 
C1O in New York, Mr. Murray met with the executive board of 
CIO, I believe, in Senator Moody’s city of Detroit, and Mr. Min 
was quoted i in the newspapers, out of that meeting, that I think t 
cents or 5 cents which then at that time might have been permiss 
under the regulations, would be not satisfactory and not adequate. 

Senator Carenartr. Then the recommendation of the Board. 
or did not break its own regulations or its own formula / 

Mr. Sreruens. In our judgment the recommendation of the Boar 
just shredded it into bits. The recommendations of the Board 
not define how the Board got from, let us say the 8 or 9 which mig) 
have been permissible, up to the 121% and ultimately up to the 171. 

As I recall Mr. Feinsinger’s comments. he talked generally al) 
equities. However, he never defined what those equities were. 

I think I also said this morning that some of the sections in 1 
two regulations which perhaps in the case of shipbuilding or some 
sonal industry for which the base date of January would have be: 
fair, were improperly regarded in the steel case. 

Let me give you an illustration: The steel union argued befor 
panel that it had not b: irgained—l believe it did—a wage increase 
1944, one reason being that in 1948 when the agreements were oper 
on wage rates only, the union had no opportunity to strike to e 
its Pe mand. When the union did open in early 1948, we in U; 
States Steel said, “No. We think something should be done to 
the rising trend of living costs.” 

In retrospect, we were silly. We were trying to put our thu 
the dike. We voluntarily in United States Steel reduced pric: 
steel in the aggregate of $25,000,000. But at the time we said no | 
union, we also said, “If wage rates and other costs continue to 
even though we are not required to, we will come back beca 
intend to do the fair thing by the steel workers in United States S 

We did go back because other industries increased wage | 
General Motors did. 

We went back voluntarily and I had a number of collectiv: 
gaining meeting with Mr. Philip Murray and eventually we gra 
the steel workers in 1948, I believe it was a 13-cent wage-rate incr 
Yes: I think that was it. 

Now because one of the sections of the regulations deals wit! 
normal base periods or unusual situations, the union argued 
the panel that that partic ‘ular wage-rate increase in 1948 shoul 
be considered because they had no right to strike and therefore 
did not get it through collec ‘tive bargaining. 

[ think I mentioned in my statement that the way the union e 
omists interpreted the regulations was that they were entitled | 
regulations 6 and 8 and the various sections enc ompassed within ¢! 
toa total increase on wage rates along of 34 cents an hour. 
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Senator Caprnarr. One of the cruxes of this whole controversy is 
whether or not the Wage Stabilization Board pierced their own regu- 
lations. 

Mr. Sveruens. It is our judgment that the Board did so. 

Senator Capenart. It is your opinion that they did so pierce it. 

Mr. Sreruens. Yes. 

Senator Carenarr. What are the man-hours required to produce 
| ton of finished steel? ‘That is the cheapest. 

Mr. Sreruens. The average figure used by the integrated companies 
is, | believe, 20 man-hours. 

Senator Cargnarr. I find ina pamphlet here that the Office of Price 
Stabilization just issued, called, “The Peoples’ Stake”: “Industry ex- 
perts say that it takes 17 man-hours to produce the average ton of 
finished steel.” 

Has there ever been any such figure as 17 hours used ? 

Mr. Srepnens. I don’t know, sir. Twenty is the figure with which 
| am familiar. 

Senator Capenarr. That is the figure I always heard. 

Have you seen this booklet that they have recently issued / 

Mr. Sreruens. I do not believe I have, sir. 

Senator Futsricutr. The time of the Senator from Indiana has ex- 
pired. 

Senator Sparkman. 

Senator SPARKMAN. Mr. Stephens, continuing just a little further 
with the questioning of Senator Capehart with reference to his ex- 
change with Mr. Feinsinger, I-was present upon that occasion and 
I have been checking, Senator Capehart, the hearings a little bit. 

Senator Capeuart. I would like to say I would like to get that 
cleared up. I think it is an important point. 

Senator SparkMAN. One thing Mr. Feinsinger did say was that 
wage rates, rather than hourly earnings—let me see if I have that 
right. 

Senator Carrnarr. What page is that? 

Senator SPARKMAN. It is pages 70 and 71 of the galley proof of the 
transcript. 

He calls one of them wage rates and the other average hourly 
“arnings., 

That is correct, is it not? Does that make sense to you? 

Mr. Sreruens. There are wage rates and there are average hourly 

irhings. 

Senator SPARKMAN. Here is what he said, talking about this leaflet 

hat Senator Capehart handed him. It says: 

Mr. FerNsincer. As to the page heading, “Catching up formula for inflation,” 

sa very interesting page. Everything on it I have no doubt is absolutely 
‘ct. The only difficulty with it is that it is irrelevant. This is the page 
rred to by my good friend, Senator Capehart, in this morning’s discussion. 
only trouble with it is that it talks in terms of average hourly earnings. Now 

les of the game of this Government and this Board require the use of wage 
s in determining wage movements and not hourly earnings, which takes into 
int a great many things besides the wage rates, such as premium payments 
overtime hours worked, shifts and composition of the worker force—for 
luple, concentration in high-wage jobs instead of low-wage jobs—the little 
Ww making potato mashers out in Indiana who has a defense contract, has to 
killed people and pays more money. 

so increased output such as in steel where they use incentives. 
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The Government has never used anything but the wage rate. The COMMit tex 
itself in reporting out the original law in 1950 said, “Your committee also recog 
nized that regulations issued pursuant to the act would deal primarily with w 
rates and rates of payment rather than the total amounts of compensation pai, 
to individuals. Thus, for example, it is intended that hourly rates be stabi ized 
but that the regulation permit fluctuations in weekly wages as hours of work 
change,” 


ire 


I do not know that that calls for any comment but I thought it 
pertinent to the discussion that you and Senator Capehart had. 

Mr. Srepuens. There is a lot there and I have not seen it but I th nk 
he is confused. 

The regulations 6 and 8 are based on st raight-time earnings. He 
may be confused as between hourly rates and straight-time earnings. 
Straight-time earnings do not concern the factors of overtime, or hol). 
day pay. 

Senator Sparkman. But they do contain incentive payments 
they ¢ 

Mr, Sreruens. Straight-time earnings as compiled by the Bureay 
of Labor Statistics contain basic hourly rates, incentive earnings, 
shift premiums. They are the total amount of money 
worker gets when he works st raight-time hours. 

Senator SpaRKMAN. Now, a little further on, he dealt with anothe; 
exhibit that you had in that pamphlet and he made this statement. 

I am reading now from page 73 of the galley proof: 


ius 


. do 


and 
Which the 


It is interesting to note though the chart entitled “Steel Workers Have PB 
Fairly Treated.” The companies referred to cents-per-hour increases— 

Senator Carenarr. I do not seem to have that. Where is that / 

Senator SpaRKMAN. Page 73 of the galley proof. It is just two 


Ce 


pages over from the other one I was reading. Right at the top of the 
page. 

Senator Carenarr. Go ahead. I have it. 

Senator SPARKMAN (reading) : 

The companies referred to cents-per-hour increases, which is right, instead of 
increases in earnings, because they are talking about adjustments since 1945 
Where perhaps the shoe may be on the other foot. 

If we go back to 1945, why not go back to 1800? For stabilizatio 
purposes, it is either January 15, 1950, or as in the Capehart amend. 
ment, June 1950, or January 15, 1951, or the date of the last contract 

Senator Carrnarr. Do any of you gentlemen have that chart we 
were talking about at that time issued by the steel companies 

Senator Sparkman. I do not care to spend further time on that. 

Senator Carenarr. If the Senator will yield, I think it is so in 
portant. I would like to get it cleared up if there is any way to clear 
it up because I think that is where the difficulty comes in, in thes 
figures. 

Mr. Sreruens. Senator, if ] may, one of my associates has just 
handed me that which I had not seen before, an April 30 transcript, 
“Special Subcommittee on Labor-Management Relations, United 
States Senate.” Mr. Feinsinger at page 751 said the following: 

The only reliable index which the Board can use and which all segments of 
the Board do use in the formulation and administration of our wage regulations 


is increases, wage-rate increases, increases in straight-time average hourl 
earnings. 
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Senator CarEnart. Well, it was very confusing to me, his testimony, 
and I still do not understand why he took the position he did before 
this committee the other day, unless it was to confuse the committee. 

Senator Futsricutr. May I suggest to the Senator that that is one of 
the points we specifically asked the staff to take care of too, to look up 
what he said and what Mr. Stephens said and see if it cannot be worked 
out. 

Senator CareHart. I have been thinking about it ever since he made 
the statement that day. I feel I know a little something, from ex- 
perience, about how wage increases and wage rates and negotiations 
come about in a business. 

Senator Futsricut. Senator Sparkman, will you continue your 
questioning? We have interrupted you. I will give you a little 
leeway. 

Senator SparKMAN. I would like to see this developed further, Mr. 
Chairman, and if you will make a staff study of it, I will leave that 
point. 

‘There are other points I want to ask about. 

Senator Capehart touched upon this quotation Mr. Feinsinger made 
from Mr. Fairless in New York, about referring this thing to the 
Government. 

Let me say one of my own feelings is this, that labor and industry 
rely too much ‘upon the Government for settlement of these contracts. 
I do not criticize Mr. Fairless for having made that statement. Some- 
one said that under the controls program it was almost inevitable and 
he was simply recognizing it. However, I would like to see something 
done whereby labor and industry will really—w ell, if they come to the 
Government at all, that they will come only in extremes. 

Mr. Srerpuens. Senator, I am certainly in accord with you on that. 
I want to point out that Mr. Fairless’ statement was November 15. He 
said, “Probably cannot be determined in collective bargaining” and 
that statement followed two statements which I, this morning, quoted 
from the Congress of Industrial Organizations, and Mr. Murray, in 
the convention of the Congress of Industrial Organizations in New 
York on the 6th and 8th. It followed also the report that I have 
just referred to here coming out from the meeting of the executive 
committee of the CIO in Detroit, still earlier. 

Well, I certainly share with you, sir, the hope. 

Senator Sparkman. In 1950, Mr. Stephens, you had no difficulty 
in negotiating a contract, apparently, because it seemed to me at least, 
to come almost overnight. 

Mr. Stepuens. Well, you underestimate a little, sir. I have never 
yet encountered a negotiation in which I had no difficulty. 

Senator SparKMAN. Well, I do not think you had very much in 1950, 
because in tht year, it came too fast. 

Mr. SrerHens. Well, it came too fast for me. I was on the Pacific 
coast, for the first time in a long time. 

Senator SparKMAN. Mr. Fairless made a speech out there, did he 
not ¢ 


Mr. Sreruens. I made a speech, too. I used as a basis of my speech, 
the 50-year report of the Bureau of Labor Statistics which points out 
how, through the kind of enterprise system we have, the investment 


in new facilities, productivity has continually advanced. 
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My friend Mr. Murray—I still say, “my friend Mr. Murray’ — 
however, got me back early and we were gracious enough—I do 1 ot 
know w hether I will be again because we sort of get kicked | he 
pants for it the next time, but we opened the contr: acts early and we 
bargained early and we paid 16 cents a month earlier than we had to. 

If we could only get the quid pro quo occasionally, that would be 
swell. 

Senator SparKMAN. I think you had a right to do what you 
I do not want to be critical, but I have always felt one thing | 
speeded those negotiations up was the impending control that mig’ 
expected, and they were trying to beat the deadline. 

Mr. Srepnens. As I said this morning—and I think I am correc 
in my statement—that was one of the considerations on the part of 
the union in asking for the bargaining early. 

Senator Sparkman. When I say “they,” I mean both you and the 
union. I would have done the same thing. 

Mr. SrerHens. We did not ask to speed them up. The union asked 
us to speed them up. 

I think, even though we might be generous, we would not go ow 
of our way to impose an additional cost of 16 cents an hour which wwe 
did not have to for one moment. 

If I may be permitted to say so, we graciously agreed, howey: 
with the union in the interest of good industrial relations to five it 
to them a month early. 

Senator SparKMAN. I just wish that in some way there could havi 
been the same incentive this time, some kind of an incentive that would 
have induced both sides to get together with an idea that “here we ar 
going to bargain this thing out together instead of submitting 11 | 
the Government.” 

Mr. Sternens. I do not know that that calls for a response. 

Senator SparkMAn. I do not think it does. 

I was simply stating my own feeling. You came very near get 
together, did you not, before the seizure? 

Rumors are out that you got pretty close to a settlement. 

Mr. Srepuens. No, sir. I think that those rumors were false. 
cause when we met on April 3—and by “we” T mean the six comp 
which I have enumerated in my statement—to bargain with the u 
in New York, the position taken by the union was that “This 
the Board recommends; nothing less; no deviation.” 

There was an awful lot of confusion connected with the words 
the basis of.” We had encountered that little phrase in 1949, “0 
basis of the recommendations of the Presidential Board at that t 

Well, finally, I am convinced from questioning in our collectiv 
bargaining, that what the union means by “on the basis of” is “no | 
than.” “You take this; that’s it.” 

We explicitly developed that to be a fact. Mr. Murray, I be 
declared, and Mr. Goldberg assisted him in the declaration, that | 
can be no deviation from recommendations 1, 2, 3, 4, 5, and on | 

Of course, where the recommendation involved bargaining a- 
suggested in the recommendation concerning the union shop, “on | 
basis of” meant “bargain within the area that bargaining was | 
suggested.” 
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Therefore, as far as I am concerned, when Mr. Murray and his as- 
sociates turned down our initial offer, which was 9 cents an hour; a 
third week of vacations after 15 years of service; the increase in shift 
differentials to, I believe, 6 and 9, from 4 and 6; six holidays with pay 
if not worked, and double time if worked: a reduction in the — n 
differential of 50 percent, sir; Mr. Murray said “No; it is all « 
nothing.” 

That was on the 3d of April, which I believe was a Thursday ; then, 
contrary to all the tenets, if there are any, of collective bargaining 
when the companies came back again on Monday, without havi ing had 
any budge, any movement, any counterproposal from the union, and 
upped our wage-rate offer to 12.5 cents. 

Now, the terms of both the 9-cent and the 12.5-cent offer were to 
have involved a contract from April 1952 to April 1953. 

We offered also to make the wage-rate increase retroactive to March 
1, 1952, but we did not seem to titillate their imaginations at all. 

We got no place; and, as far as I was concerned, there was never 
any possibility of having gotten together in New York. 

Senator Futsrient. Will the Senator yield there? 

Senator SpaRKMAN. Yes. 

Senator Futsriant. Was this before the finding of the Board ? 

Senator SpaRKMAN. Afterward. The findings were about March 
95, 

Mr. Srernens. It was March 20, 

Senator Sparkman. Mr. Brubaker indicated yesterday that the 
union-shop proposition could have been used as a bargaining item. 

Did you feel the same way? 

Mr. Sreruens. Is it fair for me to answer by putting a question, 
sir? 

Senator SparKMAN. Well, I do not know whether I could answer 
it or not. 

Mr. Srepnens. I would like to say this: 

If you believe fundamentally in a principle, do you think you 
should trade a few pieces of silver, as I said to Senator Murray’s com- 
mittee, for that principle ¢ 

Senator SpARKMAN. Of course, if a question is put on such gener- 
alities, of course, the answer is “No.” 

I do not care to go into a discussion of this, because you and Sena- 
tor Capehart did a while ago, but Mr. Brubaker said that the majority 
of workers in the steel industry generally were already in the union 
shop, and he pointed out that United States Steel, I believe, had three 
subsidiaries where it existed, and there has been repe “te «| instances 
where these companies had bargained for a union shop. I do not care 
toargue the union-shop question, As I understand, the Board turned 
it back to you for negotiation. 

[ was impressed yesterday with Mr. Brubaker’s statement—at least 
the way I understood it—in answer to one of Senator Schoeppel’s 
questions or Senator Dirksen’s, that it was one of the items that 
could have been used for bargaining purposes, and that also came up 
i relation to their original wage demands. 

My only concern, Mr. Stephens, is this, and I think this is vital to 
continuance of the private-enterprise system in this country, is to 
make collective bargaining the real method by which these contracts 


515 02—pt. 4 —21 
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are arrived at rather than going so easily to some Government agency 
or calling on the Government to help out. 

Mr. Sreruens. I said, sir, that I certainly accept that objective, 
If we ever have time, I would like to sit down with you and talk 
about how that could be done. 

May I respectfully correct, however, what I understood you to say 
a moment ago, that a majority of the steelworkers in the steel in. 
dustry were covered by terms of a union shop? 

Senator Sparkman. I think the figures showed 58 percent. I am 
not certain, but I believe that was it. 

Senator Bricker. I think the term of 60 percent was used. 

Senator SparKMAN. It may be. The table was inserted in the 
record. 

Senator Futsrieutr. While he is looking for it, may I suggest that 
your statisticians give us your estimate on that point? 

Mr. Srepnens. Senator, I do not think there is any possible way for 
us to know. The only people who know would be ‘the union. 

I think what the confusion here is, if there is any, that the 60 per- 
cent which I understand the Senator from Alabama to have stated 
the union declared—— 

Senator SparKMAN. I used 58 percent. 

Mr. Sreruens. That may run to the percentage of labor agree- 
ments which the union has. The union may have a labor agreement 
covering, we will say, 5 people, 30 people, and so forth. 

Senator SparKMAN. M: ay I correct that? I am looking at the 
table now, and here is what it says: 

The following survey of union-security provisions in collective-bargaining 
agreements was prepared by the Bureau of Labor Statistics and released \: 
vember 1951. The survey is based on a sample of 2,651 contracts in effect during 
late 1950 and 1951. The contracts cover 5,581,000 workers. 

That is all workers and not steel. I used steel. That shows that 
61 percent of the greements are union shop and 58 percent of tli 
workers are union shop. 

I do not have just now the figure for steel, but I am pretty sure 
that was given in the course of the testimony. (See p. 2113. 

Mr. Sreruens. I think, sir that I can, without looking at any fig 
ures, assert categorically that the very, very, very substantial major- 
ity of workers in : the steel industry—as the steel industry is reflected by 
United States Steel, Bethlehem, Johnstown, Inland, Jones & Laug! 
lin, and others—are not covered by union-shop provisions. 

I should also like to say that I happen to be old-fashioned enoug) 
to state it here as a view that, because others have done something 
which to me is not consistent with our principles of individual liberty 
and determination, that should not constitute a reason why a bas 
industry like steel should precipitate itself down to the same leve 

Senator utericut. Senator Bricker. 

Senator Bricker. Mr. Stephens, I have here an exhibit in a he 
ing before the Subcommittee on Labor and Management. The exhibit 
is appendix 3. It gives the wage increases since January 1950, show 
ing General Motors has had 27 cents an hour; Ford, 28; Swift & (o.. 
28.3; International Harvester, 30; electrical equipment, 25; United 
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States Rubber, 231% and 2414; and showing the recommendations of 
12.5, 2.5 and 2.5, respectively, basic steel bringing that to 33, which 
would be, of course, in advance of the others, but without that it 
shows, of course, the December 1950 increase of 16 cents. 

Now, in connection with that there was submitted to our committee 
a chart in this hearing, No. J-96315-145-A. I do not know the mean- 
ing of that lettering. I am simply giving it for identification pur- 
poses. This is headed “Steel wage recommendation viewed in hght 
of trends in leading settlements since January 1, 1950,° showing the 
increase in steel of 16 cents and the relative increases in other indus- 
tries, and noting there what you testified to this morning, that they 
have used General Motors, West Coast Shipbuilding, Swift, Inter- 
national Harvester, General Electric, and Goodyear r: ather than the 
industry increases. I wish you would take this in the light of your 
chart, which is based upon the testimony of Mr. Feinsinger, in regard 
to increases since December 1, 1950, and point out to us, or give us 
your consideration of both fe appendix 3 exhibit in the labor com- 
mittee and this chart which has been submitted to this committee. 1 
know you cannot do it immediately, but I would like for your men to 
look it over and testify to it a little bit later. 

(The information referred to follows :) 


Senator Bricker asked that I comment on the table submitted by Dr. F einsinger 
to the Subcommittee on Labor and Labor-Management Relations of the Senate 
Committee on Labor and Public Welfare which appears as appendix III of the 
hearings before that group on March 31, 1952, and also that I comment on a 
chart submitted by Mr. Putnam to your committee on April 22, 1952, and entitled 


“Steel Wage Recommendations Viewed in Light of Trends in I a iding Settlements 
Since January 1, 1950.” 
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The principal comment I should like to make on Dr. Feinsinger’s table is that 
it is most unrealistic and unfair in ignoring the cost of fringes, which in steel 
amounts to some 9 cents but in the other industries would be negligible. I feel 
sure that labor leaders will not ignore this amount. Mr. Putnam’s chart does 
not ignore this amount; he leaves out something else, but includes these fringe 
costs. 

The 9 cents to which I refer is the basic cost of the Board's fringe awards. It 
is true that Dr. Feinsinger also ignores similar fringe adjustments in the rest of 
the data, but outside of the steel recommendations (and excluding pensions, 
insurance, and welfare funds, about which I will comment later) the amounts 
involved are quite small. 

Dr. Feinsinger’s table is unrealistic because, to the extent that collective bar- 
gainers choose, or are required, to give weight to the actions of others, they 
typically have considered the sumtotal of such actions and not just selected 
portions. I think no one will seriously argue this point, but should there be any 
doubt, numerous clear examples may be cited. In 1947, labor and management 
generally settled at about 15 cents. In steel, all of this amount went into wages; 
in many other industries only 1144 cents went into wages while 314 cents was 
allocated to paid holidays, bringing the total to 15 cents. I should like to point 
out here that the effect of the Board’s regulations is to require the steel industry, 
having already matched the paid holiday increase as just shown (which the union 
admits), to match it again, this time in kind and without an opportunity, now 
or later, to offset its cost against increases in wages elsewhere. Other examples 
of the fact that employment costs are not insulated and compartmentalized by 
their particular form, are the interchangeability of wage increases and pension 
and welfare plans during the so-called fourth round, and the 12 cents plus 1 
cent for shift differentials in United States Rubber in 1951, which in other 
rubber companies became 12 cents plus 1 cent “in lien of shift differentials” by 
approval of the Board. According to the BLS (Wage Structure: Motor Vehicles, 
February 1950, p. 2), “Two passenger-ear establishments gave extra hourly pay 
in lieu of paid holidays.” One of these and a body manufacturing concern, having 
matched the 15-cent total settlement in 1947, later cut their wage rates and 
granted six paid holidays. Dr. Feinsinger, himself, in his “statement” on the 
Board’s recommendations, said, “A labor dispute has been graphically described 
as ‘one package’ or ‘one ball of wax’.” He does not, however, treat the Board's 
steel recommendations in this light. 

The following table sets forth the relevant facts in steel as I believe Dr. 
Feinsinger should have presented them. 


TABLE 8 


Increase—rate per hour 


| 
| 
i As of 
Yorr n} As of 
Current July l, | Jan. 1, 1953 
1952 | , 


| 


Cents Cents 


Dec. 1, 1950, inerease t_- 16.3 


WSB recommendations: 
Wage increases 
Paid holidays ~- 
Vacations__. 
Shift differentials 
Sunday premium 
Reduction of southern differential 


17. § 
3.3 


Total_. 


Includes cost of reducing southern differential 


We have estimated the cost of the fringe adjustments in the individual com- 
panies shown by Dr. Feinsinger during the period covered by his table. In 
these estimates increases in fringe costs, not announced by other companies, 
have been entered as the cost calculated at the other industry’s wages and hours 
and United States Steel’s cross-section of steel workers. Thus adjusted, the 
increases for steel and the companies shown become those set forth in the fol- 
lowing table, as of January 1, 1953: 
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Table 4.—As of Jan. 1, 1953 (cents per hour) 

42. | 
NTE eee enn nn nnn nee ee eee eee ee 32. 
Ford *__- 33. 
Swift & Co 28. § 
International Harvester s 34. 
General Electric 26. 3 
United States Rubber 24. 


1 Saturday and Sunday premium could not be estimated. 


It is readily apparent that on this basis, and on any other reasonable basis, 
as my testimony showed, the Board's recommendations would cause the steel 
workers, not to “catch up,” but to leap ahead. 

These tables do not include pension, insurance, and welfare fund costs. Com- 
parisons of pension costs are quite difficult and hazardous, because there are 
great differences in the manner of recognizing pension costs, varying from 
“pay-as-you-go” to fully funded. Practices also differ in the extent to which 
“past service” liabilities are reflected in costs. Two companies with identical 
pension plans and employee characteristics could show widely differing pension 
costs as a result of different methods of computation. From information readily 
available to all, I believe it is clear that pension plans in the steel industry 
are equal to or higher than, in terms of benefits and cost, most other industrial 
pension plans. 

It should be pointed out that the total wage increases shown by Dr. Fein 
singer for Ford and International Harvester since January 1950 are somewhat 
misleading. In 1950, both of these companies conformed their agreements to 
the General Motors agreement and what had occurred under it since 1948. It 
was this process of conforming to the prior results of the General Motors 
“formula” which produced the added pennies of wage increase in 1950. Thus, 
the General Motors figure of 27 cents is a more proper reflection of wage trends 
in all of these companies than are the higher figures (28 cents and 30 cents) 
for Ford and International Harvester. However, I have based table 4 on Dr. 
Feinsinger’s data. 


MR. PUTNAM’S CHART 
(See p. 1972) 


We are unable to verify directly the increases in “fringes” shown on Mr. 
Putnam’s chart. No source is given and we are unable to locate one. In the 
one case which we checked the increase shown cannot be explained by the com 
pany involved. Should you care to ask Mr. Putnam for his sources and further 
detail and explanation, we would be happy to refine our analysis. However, 
on the basis of what appear to be valid assumptions as to what Mr. Putnam 
has done, his chart is throughly discredited by information at hand. 

From a comparison of the chart With publicly available information, we be 
lieve that it includes as fringes amounts attributable to pensions, insurance, 
and welfare for all companies so affected during the period except the steel 
industry. Revised pension and insurance plans were installed in the steel 
industry early in 1950 at an additional cost, in United States Steel, of about 13 
cents per hour, not including provision for past service cost. Mr. Putnam 
did not show this on his chart; if he had included it he would have shown steel 
almost 5 cents above the now highest bar on his chart (the level of which we 
have been unable to verify with the company involved), and 10 cents or more 
above all others. 

It just is not true that under the Board’s recommendations the steelworkers 
would be merely “catching up.” Onty false figuring can make it appear so 

I have not concerned myself herein with what I consider minor comments 
nor with comments on other than the basic substance of the documents I was 
requested to review. However, I believe it is important to record my con- 
clusion that Mr. Putnam's chart does not truthfully reflect the relationships 
set forth. I have already mentioned the lack of source, doubtful accuracy, 
and incompleteness of his “fringe” cost data. In addition, the 214-cent in- 
crease recommended for steel in January of 1953 is shown as 2 cents, many 
of the bars are improperly located as to time on the horizontal scale, and the 
10-cents-per-hour fringe shown for coal is apparently the additional contribu- 
tion to the welfare fund, which was not 10 cents an hour, but 10 cents a ton. 
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Senator Bricker. Now, there is one other question that I wish to 
ask. I note this pamphlet i is called The People’s Stake put out by the 
Office of Public Information, Price Stabilization. 

I was attracted to one statement of Mr. Arnall which was included 
in the testimony here. It is italicized for emphasis: 

Present steel earnings compared to pre-Korean earnings are much higher rela- 
tively than for manufacturing generally. In fact— 

And this is the emphasized part: 
steel profits are so high that the industry could absorb more than twice the 
cost of the proposed wage increase without reducing earnings low enough to take 
them out of the excess-profits tax bracket. 

I wish you would comment on that statement. 

Mr. Sreruens. I would like to, Senator, if I can, but I would like 
to point out that I said this morning I would answer matters concern- 
ing which I had direct and factual knowledge, and quite frankly 
have been so involved in this labor matter since last November that 
I have not even looked at the United States Steel annual report. 

The admiral would perhaps be in a better position than I to com- 
ment. I have had nothing to do with the Arnall part of the business. 

Senator Bricker. I would just like to have the comments of the 
admiral or anyone else in regard to that statement, which seems to 
me a rather startling one, and it seems to be the basis of Mr. Arnall’s 
contention that you are not entitled to any price increase. 

Mr. Moree... I invite attention, Senator, to the table to which I 
refer at page 2202 of my testimony this morning, which indicates that, 
when the full effect of the Wage Stabilization Board recommendations 
is felt on our earnings, which will be in the second quarter of 1953, we 
believe that without a price increase our earnings will be completely 
wiped out. 

Now, in the first quarter of 1953, without the Wage Stabilization 
Board package, we estimated that we would have net earnings after 
taxes of 6 cents a ton on 1,049,000 tons. With the Wage Stabilization 
Board package, which does not reach its full value until June 30, 1953, 
but with that Wage Stabilization Board package in the first quarter 
of 1953, our earnings will be reduced from $6,097,000, or $6 a ton, to 
$384,000, or practically nothing; maybe 25 cents a ton. 

Senator Bricker. Would the impact upon the industry generally 
be the same ? 

Mr. Moreety. That I believe represents a fair average, Senator. 
As I said yesterday, we are certainly not the best, and I am sure we 
are not the worst. We represent about a medium among the large 
companies in the industry. 

Senator Bricker. This is, of course, a political document. It is 
headed “The People’s Stake,” put out by the Office of Stabilization, 
and I am not interested in any political statements in considering a 
matter such as this, but a statement like that standing out boldly and 
emphasized (reading) : 

In fact, steel profits are so high that the industry could absorb more than 
twice the cost of the proposed wage increase without reducing earnings low 
enough to take them out of the excess-profits tax bracket, 


it seems incomprehensible to me that could be a factual figure. 
Mr. Moreetu. That is not correct, sir. 
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As I mentioned this morning, baring our statistical data to this 
committee, starting this year we are just barely inside of the excess- 
profits tax bracket. Our total income was $19,933,000 and we were 
only $500,000 in the excess-profits bracket, and that is without any 
Wage Stabilization Board increase. So, you can see how far Mr. Ar- 
nall is off in that statement. 

I think that statement is on a par with his statement that the cost 
of the $12-a-ton increase which he claimed the steel companies de- 
manded would be $300 per family in America. It is entirely un- 
realistic. 

Senator Bricker. I cannot remember exactly all the testimony, 
but does your statement of this morning give the total cost in dollars 
and cents to your company of this package increase? 

Mr. Moreen. Yes, sir; I gave it by quarters. 

Senator Bricker. Do we have it for the industry ? 

Mr. Morrett. I do not have it for the industry, Senator, because I 
do not have access to the intimate data which are required to calculate 
this increased cost. 

Senator Bricker. What is the page of your testimony upon which 
you give that? 

Mr. Morrett. Page 19 of my prepared statement. (See p. 2202.) 

Senator Carrnart. What is the yearly total of the increase in dol- 
lars? 

Mr. Morrevy. The total increase for the calendar year 1952 is $10.2 
million. 

Senator Caremarr. How much do you expect to make during that 
year? 

Mr. Morrett. We budgeted $21.3 million without the Wage Stabili- 
zation Board package. 

Senator Bricker. That will take about half. 

Mr. Moreetx. That is right. 

Senator Dirksen. They had a chance to get the facts before that 
was printed; did they not? They could have gotten the facts? 

Mr. Moreen. Yes. 

Senator Dirksen. Why do we call it an “unrealistic” statement ? 
Why not call it a falsehood for what it is? 

Mr. Moreetn. I would not object to that, Senator. 

Senator Funsricur. Senator Frear. 

Senator Frear. During Governor Arnall’s testimony, did he not 
say that he took—I do not know whether it was the base for this 
statement, but the basis for some financial statements of the steel 
industries regarding excess-profits tax, from their reported financial 
statements ¢ 

Senator DirxsENn. Here is his statement in black and white that 
anybody can understand. 

Senator Frear. Please do not misunderstand me, Senator Dirksen. 
I do not agree with the statement that he made here. I do not see 
how youc ould physically figure it to be accurate. I mean is it not true 
that Governor Arnall, in his statement, did sav that the basis for his 
figures came from the published statements of the steel industry ? 

Senator Dirksen. It could be. I have no recollection. 
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I would like to ask Admiral Moreell one question at this point. Is 
there anybody down in OPS who can be considered a competent au- 
thority in the steel industry in dealing with problems of this kind? 
Whom do they have down there who knows this business / 

Mr. Moreexu. I have not met all of the people in OPA, Senator. 
Those whom I have met I would certainly regard as not competent 
authority in this area 

I would like to make one statement, Mr. Chairman, which I think 
is very pertinent to an understanding of Governor Arnall’s various 
statements with respect to the ability of the steel industry to absorb 
costs. I think, if you will follow through his reasoning, you will 
see that he assumes that as far into the future as eternity this industry 
is going to operate at cap: ity. So, whenever he calculates his figures, 
he assumes that we are going to be able to make and sell all of the steel 
that our equipment is designed to make. 

Now, that is not so. As I pointed out in my statement yesterday, 
in the 1930’s my company operated at 46 percent of capacity. In those 
three critical years (1947, 1948, and 1949) which were supposedly 
the most prosperous years that the industry has had—as I pointed out 
this morning, 1950 was really the most prosperous year—the industry 
only operated at 85 percent of capacity. So, you cannot calculate the 
ability of the industry to absorb costs by assuming that it is going to 
operate at 100 percent of capacity on into the future. 

Senator Bricker. Was your budget figure on page 2202 based upon 
100 percent of capacity operation or 90 percent at the end of the year ¢ 

Mr. Moreetx. It is based on an operation for the first two quarters 
at capacity and then we gradually reduce from 100 percent to 90 
percent on a straight-line basis. 

Senator Bricker. Thank you. 

Senator rear. I would like to correct a statement-I just made to 
Senator Dirksen. My attention has been called to the factor that 
he quoted from the American Iron & Steel Institute figures. 

I though he had quoted from the financial statement; but still, in 
my opinion, the figures are the same. 

Mr. Stephens, how are directors of the major steel companies elected / 

Mr. Sreruens. How are directors of the major steel companies 
elected ¢ 

Senator Frear. Or selected, whichever happens to be the appro- 
priate word. 

Mr. Sreruens. I guess in accordance with the corporate laws, sir. 
T am not a lawyer, but I understand that directors are elected by the 
stockholders. 

Senator Frear. Is it fair to assume that it would require a majority 
vote of the stockholders for the selection or election of a director ? 

Mr. Streruens. Again qualifying my answer by the comment that 
T am not familiar with corporate law, I would assunie that it would 
be a majority vote. 

Senator Bricker. That is true unless you have cumulative voting. 

Senator Frear. Do you, of your own knowledge, have any idea of 
a member of a steelworkers’ union being a member of a board of 
directors of any steel company ? 

Mr. Sternens. Well, not in the United States, but I see in Germany 
they have something which they call “codetermination,” where half 





DI84 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


the directors are representatives of the workers in both steel and coal 
mining, and I believe that in matters of controversy there is an addi- 
tional party brought in so that essentially you have arbitration, 
but I question “codetermination” as existing in Germany is something 
we would choose to have here. 

Senator Frear. I do not care to get into a debate of that type, sir. 

Is not the function of the.board of directors of most companies— 
and I think in particular the steel companies—to operate and man- 
age industry or its own business ? 

Mr. Sreruens. I would say, sir, that the function of the board of 
directors of any company is through officers selected to manage the 
affairs of the company. 

Senator Frear. The board of directors, generally speaking, can 
elect the officers. The function of the officers is to carry out the 
policy of the board of directors, which is the management of that 
particular business. 

Is there anything that would prohibit a member of a steelworkers’ 
union from becoming a director of a steel company, providing a sufli- 
cient number of stockholders vote for his election ? 

Mr. Srernrens. I cannot see any reason, sir. 

Senator Frear. That answers my question, and that is all the 
questions I have at this time. 

Senator Futsricutr. Senator Schoeppel ? 

Senator Scnorrret. Mr. Stephens, I understand Mr. Murray told 
the Senate Labor Committee that your presentation of earnings data 
before that committee was—I think I am correct in the language 1 used— 
“false and misleading.” Do you care to comment on that ? 

Mr. SrerHens. Well, Senator, it was even worse than that. I think 
he declared with respect to a figure which I gave that committee, that 
I “willfully engaged in a vile and reprehe sible lie.” 

Senator Bricker. Who was it said that? 

Mr. Srerpuens. “Diabolical,” I think was in it, also. 

Senator Bricker. Who was it who said that ? 

Mr. SrerHens. Mr. Philip Murray. 

That, I think, is an occupational hazard associated with my job. 
am sorry it should be so, but that is the way it is. 

I do not mind going beyond that and saying that when Mrs. 
Stephens read it to me ‘from the transcript, momentar ily instead of 
visions of sugar plums going through my head, visions of slander 
suits went through my head, but they ‘quickly went out. 

Mr. Murray, of course, was completely wrong. Mr. Murray con- 
fused straight-time earnings with average hourly earnings. He also 
confused the fact that the first earnings figure which I had given him 
last November related exclusively to United States Steel, and the 
second figure related to the industry. 

I have thought perhaps that Mr. Murray might, being aware of his 
gross error, choose someday to apologize ; but, : as I say, it is an occu- 
pational hazard and it is water over the dam. 

Senator Carenartr. You put yourself in the same class as we Sen- 
ators do. 

Mr. Steruens. I guess I have that distinction, sir; yes. 

Senator Scnorrre,. Mr. Stephens, why should not the payment of 
premium pay for week-end work be applied in the steel industry the 
same as it is in the automotive and some other such industries? 
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Mr. SreruHens. Senator, I believe that penalties such as overtime 
were designed primarily to inhibit or to avoid working people for long 
hours, disagreeable times, and so forth. 

I did not ever consider that premium pay was designed to increase 
earnings. 

Now, the steel industry is of necessity, in a great bit of its opera- 
tion, an industry which has to work around the clock, 365 d: ays a year. 
You cannot turn it on and off like a faucet. Let us take this for illus- 
tration—I believe I am correct: I may vary somewhat when I say in 
General Motors, for instance—and I suppose broadly in the automo- 
tive industry—they have what they call shift premiums or shift dif- 
ferentials on a percentage basis to the straight-time rate. It may be 
714 or 10 percent, or it may be 10 and 15 percent. So far as the cost 
factor to the company is concerned, it does not matter much, because 
they do not have much of the work to which the shift premium applies. 

It is the same thing with Saturday and Sunday overtime. We can- 
not stop work on Sunday. Therefore, I think that the penalty over- 
time should not properly be applied. 

Now, the steel industry does pay overtime on the sixth and seventh 
day, but not on Saturday or Sunday as such. So it is simply an 
increase to our costs which we consider, because we are a continuous 
industry, should not be encountered. 

Senator Bricker. Would the Senator yield for just one question 
at that point ? 

Senator Scnorpren. Yes. 

Senator Bricker. My memory tells me that the overtime and the 
double time were largely inspired by the spread-the-work movement 
during the days of the depression so that there would not be the use 
of too many people for too long a time and to give more people jobs. 

Mr. Steruens. I do not know about that, Senator, but I believe the 
facts will record, going back still further than that, that overtime was 
a penalty assessed against an employer so that the employer would 
not work employees hours considered to be in excess of what should 
be normal hours. 

Senator Bricker. I thought it had great impetus at the time of 
unemployment. I may be wrong about that, but I have that in mind. 

Senator Scnorrret. What possibilities of settlement would you fore- 
see if the Government followed the Taft-Hartley law ? 

Mr. Sternens. Bear in mind that this is only one man’s opinion. 
I think that had the prescribed procedure been invoked last. December 
and as is required under the procedures of the Taft-Hartley, I believe, 
they were to be assisted by the Federal Mediation and C onciliation 
Service attempts during the 80 days to settle, that we certainly would 
be no worse off and probably better off than under the procedures 
which were followed. 

One reason, for instance: A board of inquiry appointed under Taft- 
Hartley makes findings but does not make recommendations. We 
certainly would not have the barrier or hurdle or obstacle to settle- 
ment which we have in the recommendation by the Government Wage 
Stabilization Board on the union shop. I am convinced that the 
union never expected to get what it demanded. I have absolutely no 
basis for my conclusion that this thing could have been negotiated at 
substantially less than the Wage Stabilization Board rec -ommended, 
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but it nevertheless is my feeling that it could have been, so that it 
seems to me that, if the prescribed procedures had been followed, that 
the chances of settlement would have been far greater than they are 
under the set of recommendations which the W age Stabilization 
Board has issued. 

Senator ScnorrreL. I appreciate your analysis of that. 

Do you believe that by exceeding its own regulations, as it appears 
to me to have been done in the steel case, that the W age Stabilization 
Board is encouraging national emergency strike threats? 

Mr. Sreruens. Well, I do not want to be unfair. I think that if 
I had to answer categorically “Yes” or “No” | would say “Yes.” Now, 
why? Well, I think it was Aristotle who 300 years before C — ist said 
that man is acquisitive, competitive, ambitious, and jealous. I do not 
think men have changed too much since Aristotle said that. 

I know that it makes a big difference to certain labor leaders what 
other labor leaders get. I do not know whether the strike, which I 
have merely seen so far as headlines, in the oil industry is approved 
of or related to the steel situation, but I think perh: ips it is. I would 
be very, very much surprised if other unions coming along, those 
which can, those which do not have long-term contracts, will threaten 
strikes in order to get at least as much as the steelworkers get as a 
result of these recommendations. 

Senator Scuorrren. I have one final question. Let us think back 
to November and December of last year. What do you think the 
possibilities would have been for settlement if there had been no 
Wage Stabilization Board authorized to handle the disputes? 1 think 
vou partially answered that before. Do you have any further elab- 
oration on that ? 

Mr. Srernens. I think the chances would have been better. I think 
the chances would have been better. You say if there had been no 
Wage Stabilization Board? 

Senator Scuorrre.. If there had been no Wage Stabilization Board 
authorized to handle the disputes. 

Mr. Srernens. I think I said, sir, in my prepared statement that 
it is my judgment, and I, of course, may be wrong, that where there 
is a board, except as the union can get what it considers it must in 
direct collective bargaining, it will try the last tribunal. We could 
not have, in the face of the magnitude of the union demand, settled 
between ourselves, but if there had not been a board, and therefore 
there had not been a possibility that the union might get more than 
we might have offered in bargaining, in speculation, I think our 
chances of settling might have been greater. 

I do not know what the union would have done on the union-shop 
issue, but the union-shop issue had been up before in negotiation, al- 
though it had not been properly within the scope of negotiation be 
cause it had been advanced in negotiations which by the terms of the 
contract were limited to wage reopenings only. 

The union had never seriously advanced the union shop in those 
negotiations, but it had talked about it and we had not had to talk 
seriously about it. 

ft remember back in 1947 when the contract which terminated on 
December 31 last was negotiated, Mr. Lee Pressman was then repre- 
senting the union to a creat degree in those negotiations, and at that 
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time I can remember Mr. Lee Pressman raising the question of union 
shop even in 1947. 

Of course we have a maintenance of membership which flowed from 
the second War Labor Board and it having been awarded by the 
second War Labor Board, when we got to the next contract negotia- 
tion we declared that inasmuch as the amion would regard us as 
distinctly antiunion if we attempted to take it away, that we would 
not attempt to take it away, but maintenance of membership does not 
offend the basic principle as I see it. 

Maintenance of membership merely says, “If you, John Smith, have 
joined the union, you are required to remain a member of that union 
during the period of the contract.” It does not say to John Smith, 
“John Smith, you, in order to get a job in this particular plant in the 
community in which you live, regardless of your individual pref- 
erences, must join the union.” 

There is a big difference. 

Senator Scnorrre.. Thank you, Mr. Stephens. Those are all the 
questions I want to ask. 

Senator Futsricur. Senator Moody ¢ 

Senator Moopy. Mr. Stephens, you consider the matter of the union 
shop a matter of principle; is that correct ¢ 

Mr. Srernens. ‘That is correct, sir. 

Senator Moopy. You feel that other industries who have adopted or 
agreed to the union shop then have violated a fundamental principle? 

Mr. Sreruens. I suppose the principle is a principle to whosoever 
looks at it. 1 do not want to criticize others. 1 think I said to 
Senator Humphrey or Senator Pastore, or somebody, the other day 
that I am sure as far as I am concerned I am not indulging in tradi- 
tional habits of thought. To me depriving an individual of the 
right to decide for himself whether he shall joim, that to me is a 
principle, particularly in our kind of a society. 

1 would not critizice anybody else no matter what he wants to do. 

Senator Moopy. Do you have a union shop in your captive coal 
mines ¢ 

Mr. Srernens. Oh, yes, sir. I covered that but I shall be glad 
to do it again if you wish. 

Senator Futsricur. He covered that for both the railroads and the 
coal mines. 

Senator Moopy. I do not want you to cover it again, sir. I wa 
detained in the Senate for a while and I am sorry I missed part of 
your testimony, but what is the difference in principle ? 

Mr. Steruens. There is a difference in principle in how we got it. 
I will cover the coal mines because that is illustrative. 

Shortly after the President of the United States, I believe in 194), 
said the Government would require a man to join a union as a con- 
dition of employment, Mr. Lewis insisted that the few workers in 
the captive coal mines must join the union. I think it was the Presi- 
dent, [ am not certain, but the President, I think, suggested that the 
matter be referred to arbitration. The board of arbitration was Mr. 
Lewis, Mr. Steelman, and Mr. Fairless. In order that the Govern- 
ment was not directly participating, Mr. Steelman, I believe, resigned, 
or had a leave of absence for the 3 or 4 weeks that the arbitration 
took place. The award that came out, I believe on the day of Pearl 
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Harbor, was that the 5 percent of the coal miners who did not belong 
to the union must join. 

Well, that is the fact. That is how we got the union shop, and I 
suppose that was an arbitration. 

Senator Moopy. To that extent, then, that was a violation of the 
principle you stated a few minutes : ago, was it not # 

Mr. Srerueys, Violation of what? 

Senator Moopy. The principle you stated? You said you thought 
the establishment of a union shop was a violation of a principle of a 
man having a right to join a union or not join a union. 

Mr. Sreruens. Of course it was a violation of the principle, but 
we were asked by the Persident, I believe, to arbitrate the question. 
Having agreed to arbitrate the question, we certainly were not going 
to welsh and say, “Well, we will not take the award of the board.” 

Senator Moopy. I see, so that arbitration board’s award, in effect, 
forced you to violate a principle; is that correct 

Mr. Stepnens. That arbitration board’s award forced us to do 
something which we thought was not proper, but we had agreed to go 
before the arbitration board; we did; we lived by the order. 

Senator Moopy. More recently, however, did you not negotiate a 
union shop with your subsidiary railroads? 

Mr. Sreruens. Yes, sir. I said that a little too quickly. You said 
subsidiary railroads. I know at the moment of one. I explained a 
little earlier that the Interstate Commerce Commission, I am told by 
our lawyers, has for years endeavored to get the railroads, which are 
subsidiaries of some of the steel companies, classified other than as 
common carriers and I am told that that is not the right thing to do. 
Therefore, I have been given instructions, strict instructions, start- 
ing back to 10 years ago when I got this job, to have nothing to do with 
the railroads. That is No. 1. 

No. 2 is this, that despite our principles, if we were part of an in- 
dustry in which substantially the prevailing pattern was the union 
shop, I should think that that factor would warrant our careful 
consideration as to whether we alone should, I believe, as I said, hold 
our finger in the dike. 

Now, the Union Railroad—that is the name of the railroad, and a 
very appropriate name for a union shop too—the Union Railroad 
negotiated the union shop last year because the two major railroads 
with which it connected and does business, so far as getting into our 
plants are concerned, the New York Central and the Baltimore & Ohio 
negotiated the union shop shortly after the Railway Labor Act was 
modified ear ly last year to permit the union shop. 

Senator Moopy. So then, principle or no prine iple, under certain 
circumstances you would and have accepted the union shop. Is that 
correct ¢ 

Mr. Steruens. Under certain circumstances we have had to modify 
and bow and avoid our principle. 

Senator Moopy. I am very glad that Senator Bricker read from 
this document which the OPS ‘put out because I have been studying 
or trying to study the economics of this matter since it started, trying 
to get what the facts of it re: lly are. The thing that has impressed me 
more than anything else is complete divergence of statements on the 
part of not only the com yany and the union, which is perhaps natural 
in a dispute of this sort, ae also on the part of the Government which 
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at least should be a fair and impartial umpire. I assume in this case 
you contend that it has not been, and I am not conceding that, but I 
am merely saying that it should be a fair and impartial - umpire and 
I think we might : agree on that point. 

Perhaps I should reread the phrase to which we were referring to 
make the record clear at this point. This part of this document called 
The People’s Stake, which is put out by the Office of Price Administra- 
tion, attributing these figures to the Iron and Steel Institute says that: 

Without falling below the excess-profits-tax bracket they * * * 

That is, the major steel companies— 

* * * ¢ould absorb a cost increase of over $13 a ton, more than twice the 
amount of the proposed wage-cost increase for the 18 months of the contract. 
You will remember, I am sure, Mr. Stephens, the same general ap- 
proach was taken by the President of the United States in his presen- 
tation over the radio, which was later refuted for the industry by Mr. 
Randall. 

I have felt that that is the core of the case. I do not think the facts 
have been laid before this committee, or before any tribunal in the 
United States, publicly at least, in the way that the public can untangle 
those two contradictory statements. It seems to me that if Mr. Arnall, 
Governor Arnall, is right about it, we have one pic ture, and if Gover- 
nor Arnall is wrong about it, we have a completely different picture. 

I take exception to the statement of the Senator from Illinois who 
says it is a deliberate falsehood because he voted yesterday against a 
proposal I made to bring Admiral Moreell and Mr. Arnall together 
to see who was right about this thing. 

I do not know what the facts are. Ihave my ideas on what they may 
be, but I would like to ask you, sir, whether you do not think, in view 
of the great importance of this thing to the country, the fact that you 
feel that principles are being violated, and there is a terrible situation 
where the President felt called upon to seize the plants, where we may 
have a steel strike in the face of requirements of our national defense 
picture, whether you do not think it might not be constructive to have 
individuals making such conflicting statements as that confronted at 
the same time before the committee so that we can have a cross-ques- 
tioning of the two gentlemen ? 

There may not bea falsehood. There may be ] just a mil istake he re. 

What would you think about that, Mr. Stephens / 

Mr. Srerugns. About having a meeting / 

Senator Moopy. Having a panel of gventlemen., you or Admiral 
Moreell or both of you representing the industry, whoever the union 
wanted to have come in, and Governor Arnall or whoever would rep- 
resent the Government, to find out and iron out the differences here 
which are categoric statements of fact or alleged fact which are com- 
pletely different. 

I am not an expert on steel costs. I do not know -what the situa- 
tion is and neither does any member of this committee in my judg- 
ment. 

I would like to near Admiral Moreell’s comment and then hear 
what Governor Arnall.has to say in connection with that. 

Mr. Sreruens. I would like to first say that I know nothing about 
Governor Arnall. I have had nothing to do with the profit end of 
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this. I have had all I can do with negotiations, and more, apparently. 
I am way behind on my reading, even the annual report of the United 
States Steel Corp. 

I think you should determine the facts, but I think if you tried to 
determine the facts by the method which I understand you suggested, 
you would have a Donny Brook Fair. I think the way to determine 
the facts is to decide what facts you want, get them on paper so they 
are isolated and take time to read them rel: latively, one in relation to 
the other, and get the facts in that way. 

I do not think you will ever get facts by having a meeting such as 
you have suggested. 

Why do I draw that conclusion? Well, you may be able to run 
such a meeting in a way that would be temperate, but—— 

Senator Moopy. I have great confidence in the Senator from Arkan- 
sas myself. 

Mr. Sreruens. We have tried for 10 years, during which it has been 
my job, to try to get agreement with the union on what the facts are. 

You just cannot do it. You just cannot do it. You cannot agree 
on anything. 

I would hate to be a part of an approach of that kind which has 
as its objective, a perfectly salutary objective, to get the facts. 

Senator Moony. As I said this morning when the admiral was on 
the stand, I feel that all here are gentlemen. I do not think anyone 
would be here who was not. While there might be some heated ex- 
change, of course, this whole series of hearings which has been con- 
ducted behind closed doors with the testimony given out the next day, 
has merely resulted in a series of ex parte statements which are in 
utter conflict. 

I do not think that we have yet gotten to the core of this thing and 
I do not see how we can unless we have an opportunity for the spokes- 
men for the various sides to refute the arguments. 

Mr. Sreruens. I think one way of getting facts is to request evi- 
dence which you feel will lead you to that conclusion and then draw 
your own conclusion from the evidence presented, sir. 

Senator Moopy. That is right. 

Senator Funrricut. Senator Moody, would you mind my inter- 
rupting, I have an appointment downtown and I have to leave. T will 
have to turn the meeting over to Senator Frear and you may continue. 
I think your time is about up. 

Senator Moony. I will conclude my questioning at this point. 

Senator Fursricur. Before I leave, there is one matter that came 
up that I would be curious to know about. Mr. Stephens, you men- 
tioned the two offers you made, I think, on April 3d, and the fol- 
lowing Monday. You described them generally. Would you, if 
you can, reduce those to the same tangible values that the Wage 
Stabilization Board recommendations have been reduced to? 

In other words, you mentioned some cents plus fringe benefits 
but you did not estimate what that would cost the steel companies. 
Mr. Srernens. I think I can give you that from my memory. 
The first proposal, which was the 9 cents per hour, plus the fringes? 

Senator Fursricur. What did they amount to? 

Mr. Srernens. They cost the companies 16.04 cents an hour. The 
second proposal which increased the wage from 9 to 1214, would 
cost the companies I believe 20.1 cents an hour. 
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Senator Futsricur. That last offer was approximately 5 cents un- 
der what the Wage Stabilization Board recommended. 

Mr. Srepuens. It is 6 cents under the 26.4 cents which I believe 
was the figure used, but the cost of the 26.4 to the companies would be 
29.8 or roughly 30 cents. 

Senator Futsricur. Didn’t this last cost you mentioned of 20 cents 
include everything, pensions, social security, and everything? 

Mr. SreruHens. Yes, sir. You see if we increase wage rates, the 
cost to the companies on social-security taxes is higher, up to the 
$3,600 level. 

Senator Fuisricur. It would be approximately 20 as against 30 
cents as far as the costs go. What is the same figure comparable 
to the 26 cents, leaving out the social security and the pensions‘ 
I am trying to get relative values there. 

Mr. SrepHens. I think the factor we used, sir, in the case to in- 
crease the cost was a ratio of 114, but I would have to get that for 
you. 

Senator Fuisricur. I wanted to determine what yours was in 
comparision to what the Wage Stabilization Board recommended, 
and on the same basis. 

Mr. SrerHens. I think we understand that and rather than tell 
you something now which might not be strictly accurate, I would 
prefer to have it calculated. 

Senator Fursricur. Kindly reduce it to a common denominator 
there. 

(The information requested follows :) 

In answer to Senator Fulbright’s questions regarding the relationship between 
the companies’ offer and the Board’s recommendations, there is presented below 
a comparison of the companies’ offer of 12144 cents per hour wage increase and 
certain other concessions with a similar evaluation of the Wage Stabilization 
Board's recommendations. It should be noted that the final figure in each 
column reflects the full increases in employment costs that would result from 
the companies’ offer and the Board’s recommendations, including the com- 
pounding effects of overtime and holiday premium, vacation pay, payroll taxes, 
and pensions. 


TABLE 2 


WSB recom 
mendatior 
1714-cent wege 
increase and 
other iten 
(rate per 


General wage increase 

Increased vacations (3 weeks for 15 years’ service) 
Reduction of southern wage rate differential (5 cents 
Increased shift differentials (6 cents and 9 cents 

6 paid holidays (double time if worked 

Premnium for Sunday work (144 time 


Total rate per hour 
Total increase in employment costs 


1 The difference between the amounts in the 2 columns is due to the influe 
on the hourly rates at which holidays would be paid. 
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Senator Fursrieut. I will turn the meeting over to Senator Frear. 

Senator Frear (presiding). Senator Moody, did you receive an 
answer from Mr. Stephens to your last question ? 

Senator Moopy. Does Mr. Stephens feel he answered the question 
to his own satisfaction ? 

Mr. Sreruens. Yes; I feel I have given you my view. 

Senator Moopy. I thought you had. 

Senator Frear. Senator Dirksen 

Senator Dirksen. I noticed in Mr. Feinsinger’s statement, which is 
a part of the record, he had there to say—you are familiar with this, 
of course? There is an industry comment and a labor comment and 
the chairman’s comment in connection with this pamphlet of findings. 

He said, “The situation clearly called for unusually extensive bar- 
gaining. Instead, there was no bargaining.” 

Did industr y endeavor to bargain ¢ 

Mr. Srepnens I tried at the end of my prepared statement this 
morning to so indicate. 

Senator Dirksen. How about the labor organizations, did they 
bargain ¢ 

Mr. Srernens. Labor would have bargained on their own terms. 
I suppose that could have applied to both if you want to be com- 
pletely objective. Labor would not give any indication that they 
would reduce their demands. There was nothing to grab hold of. 

Senator Dirksen. He says also in his statement, ““The Board’s rec- 
ommendations therefore do not set a new pattern or start another 
round of increases or fringe adjustments for anyone generally.” 

Your exhibits this morning clearly refuted that statement, 1 assume 
you feel. 

Mr. Sreruens. That is correct, sir. 

Senator Dirksen. He says also: 

The Board has recommended that the parties incorporate a union-shop pro- 
vision in their new contract. The public members joined in this recommenda 
tion after they found themselves unable to secure a majority in favor of their 
own proposal to return the matter to the parties for collective bargaining, with 
the Board to consider the issue further, should the parties fail to agree. 

Mr. Sreruens. Based upon what I have been informed from the 
industry members of the Board it was not quite as simple as that, 
Senator Dirksen. I have been told by the industry members of the 
Board that on the night of Thursday, March 29, the public members 
proposed that the matter of the union shop be referred to the parties 
for bargaining, but with two provisos. First, that the Board retain 
jurisdiction and second that with the return to the parties, there be 
an accompanying opinion which I have been told was essentially the 
same as the opinion which Mr. Feinsinger released when the recom 
mendations were finally released, which opinion cannot be regarded 
as other than a fairly fulsome endorsement of the union shop. 

That was, I have been told, why the opinion of the Board—those 
were the reasons why: the industry members of the Board would not 
have voted to refer the matter to the parties for bargaining. 

Senator Dirksen. Now in the dissenting statement of the industry 
members there appears this paragraph: 

The recommendations as a whole reflect a conscious and admitted effort to 
recommend terms of settlement which the union would accept. 
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What about that word “admitted” there? Who do you think admitted 
the effort? 

Mr. SrerHens. I am sorry, Senator Dirksen; I cannot answer that. 

Senator Dirxsen. There is one other statement in the industry 
members’ opinion which goes as follows: 

As a result of these recommendations “under union pressure” the Board's 
regulations which were initially formulated as ceilings on wage increases, per- 
missible without Board approval, have now become the floors for even higher 
increases in dispute cases, 

I see they use the term there “union pressure.” 

Can that be spelled out? Is there some detail on that point? 

Mr. Srernens. It cannot be spelled out by me but it has been spelled 
out by Mr. John C. Bane, who was an industry member of the panel, 
and his views are contained in the transcript of the Senate Labor and 
Public Welfare Committee hearing on the 23d of this month, I believe. 

Senator Dirksen. Now in the labor opinion there appears this 
statement : 

By the Presidential certification to the Board, the Board was mandated to 
make recommendations on all issues in dispute. This the Board has failed to 
do by a vote of the public and industry members of the Board. 

Do you think they were under a mandate to pass on every issue in 
dispute which involved some 100 separate claims, as I understand? 

Mr. Sreruens. I could not say that the Board was mandated for 
two reasons. First, because they did not pass on all issues in the dis- 
pute. They returned some of the issues to the parties. Some of the 
issues which were of extreme importance to the companies having to 
do with the efficient management of the business, they made no recom- 
mendations, despite the trouble and travail which we have had under 
those provisions for years. They returned them to the parties. 

Now as to the other phase of the mandate, I do not know enough 
about—it is my personal opinion that title V of the Defense Produe- 
tion Act had not been satisfied in the establishment of the Board by 
the Executive order, and I do not know how that ties in with the ques- 
tion of mandates, so I better not talk further on it. 

Senator Bricker. Have we a copy of the President’s order to the 
Board here? 

Senator Dirksen. I doubt very much whether it is contained in 
here. There is a general history of how the thing came about, but 
the text of the Executive order is not carried in this recommendation. 

I think it might be well to have it inserted in the hearings, very 
likely. I think perhaps both Executive orders, the Board as first 
created when it was a Board of 9 and the subsequent order by which 
it was made a Board of 18. 

Senator Bricker. I think the staff can get them. 

Senator Frear. The staff can supply the reporter with those Execu- 
tive orders. 

Senator Dirksen. I think very properly to provide a complete text 
here that those ought to be included in the record. 

Senator Bricker. Then also if there are any special instructions 
from the President in regard to this individual case, which I do not 
know about. 

Senator Dirksen. That is all, Mr. Chairman. 

(The information requested will be found in the appendix, p. 2441.) 
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Senator Frear. At this point I would like to offer on behalf. of 
Senator Sparkman, at the point where he had the colloquy regarding 
the union shop, the percentage of union members in the steel industry, 
he was unable to locate it at that time and I would like to insert 
this. I would be glad to have Mr. Stephens inspect it before it goes in. 

Senator Bricker. Are the figures from the Labor Department? 

Senator Frear. Asa matter of fact, it is already a part of the record 
but it is to go in to supplement his colloquy. (See p. 2113.) 

Mr. Sreruens. I do not believe I need to read the whole thing. I 
see it deals with a number of contracts, which is completely different 
from dealing with employees. 

Senator Frear. Yes; that is right. 

Senator Bricker. Is there any comment you wish to make upon the 
exhibits I submitted to you? If there is no comment at this time I 
ask that you might be permitted to produce a written statement in 
regard to them which might become a part of the record. 

‘Mr. Srepnens. I would very much appreciate it if I might have 
op portunity to review them before commenting. 

Senator Bricker. Thank you very much. 

Mr. Moreen. Mr. Chairman, may I make a corrective statement, sir. 

It has been called to my attention by Mr. Stringfield of the United 
States Steel Co. that Mr. Arnall in calculating the earnings per ton 
of steel, has included in his figures subsidiary operations. Yesterday 
in making my statement I s said our profits include not only the profits 
from making and rolling and finishing our tonnage of steel in our 
three steel plants, they also include the return from our investments in 
our raw materials operations, our warehouses, our fabricating business, 
our oil well supply stores, our transportation facilites and other 
smaller operations, none of which is directly a part of our basic steel- 
making, rolling and finishing operations. They are important parts 
of our total business, but to add their profits to those of our three steel 
plants and express the answer in terms of tons of steel shipped is 
closely misleading. 

Now I find in the tabulation from the American Tron and Steel 
Institute, that 27 percent of the man-hours included in the total earn 
ings for the year of the steel companies are accounted for by operations 
which are not steel making. 

Senator Frear. Is it your opinion that the statement made by Gover 
nor Arnall that was referred to by Senator Bricker, that the steel 
profits are so high that the industry could absorb more than twice the 
cost of proposed wage increase without reducing earnings low enough 
to take them out of the excess profits tax bracket, that im your opera- 
tions of Jones & Laughlin, that your excess profits tax is based on your 
steel industry only, or do you file a combined report ? 

Mr. Morvett. We file a consolidated report. 

Senator Bricker. Is there any element of profit in your inventory 
value there? 

Mr. Morre.y. No, sir. 

Senator Frear. Mr. Stephens, have you any statement you would 
like to make at this time ¢ 

Mr. Sreruens. Nothing other than to thank the committee for its 
courtesy, sir. 
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Senator Frear. On behalf of the committee and other members of 
the committee, Mr. Stephens, I think that we have certainly been de- 
lighted to have you and members of the steel industry down here to 
give us the opportunity to question you. I think it certainly has en- 
lightened our knowledge of the subject and we are very grateful to 
you for the time that you have spent and the members of the steel in- 
dustry who have come with you. 

Mr. Sreruens. Thank you, sir. 

Senator Frear. Are there any other representatives of the steel in- 
dustry who have any statements or who wish to be heard at this time? 

Mr. Sreruens. No, sir. 

Senator Frear. The admiral and yourself were the spokesmen for 
the industry. 

Mr. STEPHENS. Yes, sir. 

Senator Frear. Thank you again and also you Admiral Moreell. 

Mr. Moreetp. Thank you. 

Senator Frear. Do any members of the committee have anything 
else 

Senator Bricker. Only that Mr. Stephens insert his comments in 
the record with regard to the two exhibits I referred to and send me 
a copy of it. (See p. 2277.) 

Mr. Sreruens. Yes. 

In order to do as requested by Senator Bricker, may we take this 
chart to study ¢ 

Senator Bricker. Do that and return it to the committee. It is 
the only copy I think which the committee has. 


Mr. Sreruens. Thank you, sir. 

Senator Frrar. The committee will recess at this time and recon- 
vene at the call of the chairman. 

(Whereupon, at 4:25 p. m., the committee recessed to reconvene at 
the call of the chairman.) 








APPENDIX 


(Reference to the following will be found on p. 1962.) 
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Starr SuMMARY OF STEEL WaGE Dispute 


This data and pertinent information with respect to the positions taken by the 
union, the steel companies, the Wage Stabilization Board, and the Office of Price 
Stabilization in the steel negotiations was compiled by the staff of the committee 
from the parties concerned and various other sources. 

The contract between the steel producers and the steelworkers of America 
expired December 31, 1951. The union demands presented as 22 issues really 
involved over 100 different issues. When the case reached WSB not a single one 
of the union or employee demands had been settled. 

There were certain courses of action open to the President. These were: 

1. Seek an injunction under the ‘‘national emergency” provisions of title II of 
the Labor-Management Relations (Taft-Hartley Act of 1947). This procedure 
insures continued production for 80 days with a board of inquiry investigation 
without authority to make recommendations for settlement. 

2. Appoint a special board to make recommendations as in the 1949 dispute. 
This report would have to be approved by WSB. This would mean delay and 
uncertainty. 

3. Refer the dispute to WSB under Executive Order 10233 to “investigate and 
inquire into the issues in dispute and promptly report to the President thereon 
with its recommendations to the parties as to a fair and equitable term of settle- 
ment.’’ This was the course chosen by the President. 


THE WAGE ISSUES 


1. The steelworkers received their last wage increase totaling 16 cents (of which 
344 cents were for job increments) on December 1, 1950. 

2. The steelworkers requested a wage rate increase totaling 18% cents (which 
includes 3% cents for job increments) to (a) catch up to the increase in the cost of 
living; (6) catch up to what other major industries had received under the Board’s 
policies or rulings; (c) compensate for the admitted increase in productivity in the 
steel industry. The demands covered a 12-month period but indications were 
that a longer contract would be considered. 

3. If there had been an escalator clause in the December 1950 contract, the cost- 
of-living increase based on the October 15, 1950 (latest available at 1950 nego- 
tiations), would have entitled the union to 16 cents per hour increase; the Novem- 
ber 15, 1950, index would have produced 15 cents; an interpolated index of De- 
cember 1, 1950, would have produced 1315 cents increase. 

4. The steel companies made no counteroffer, however, the companies claimed 
that under the WSB regulations, GWR 6 (the 10 percent “catch-up” formula) 
and GWR 8 (the cost-of-living formula) the increase would be 9 cents, using the 
consumer price index (old series) January 15, 1951, to January 15, 1952. 

5. WSB recommended an average wage rate increase of 1334 cents (exclusive 
of fringes) for the year 1952, 12% cents effective January 1, 1952, and an addi- 
tional 2% effective July 1, 1952. 

For the first 6 months of 1953, WSB recommended a total increase of 1744 
cents wage increase or an average for the 18 months period totaling 15 cents in- 
crease (exclusive of fringes). 

6. Since the date of the last steel contract, the following adjustments have 
been made in other leading industries. 

Cents per hour 
Automobile _- __ l 
OGG SURO ss ca NT ats 1 
Rupper. ooo =. eet ‘ a ; 1 
Farm machinery (International Harvester) | 
Electrical equipment- ae . c 15. 
Shipbuilding - _-_--- as erg costae ~. 1¢ to: 22 
Nonferrous metal_. bie to Poa ss sarap wi 
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7. Since January 1950, companies with escalator and annual improvement 
clauses have received adjustments as indicated by the following. 


Total net 
increase per 
hour 


Number of 
| adjustments 


Cents 
General Motors ; E . ; dec aieeis 2 9 times } 27 


International Harvester “ si : ‘ ..| 8 times 30 
Swift & Co - . Senne : aN 3 times <n 28 


8. The following wage increases since March 1946 have been received by steel- 
workers. 


Plus job in 


Increase 
, crement 


Cents 
March 1946 
April 1947 
July 1948 
December 1950 


FRINGE BENEFITS 


9. There have been no fringe adjustments in the steel industry since 1947 
(except for a pension plan). 

10. WSB claims that their recommendations are in line with fringe benefits 
prevailing in other important industries. The immediate adjustments totaled 
5.1 cents on an annual basis with 3.6 cents additional effective January 1953 
to cover 144 premium pay for Sundays. 

11. The benefits recommended by WSB included: 

(1) 6 holidays with pay (none previously). 

2) 3 weeks’ vacation after 15 years (25 years previously). 

(3) Increase in second and third shift differentials. 

(4) Double time for work on holidays (time and one-half previously). 

5) Beginning in January 1953, Sunday work would get time and one 
quarter (straight time now). 

12. To recapitulate: 


Comparison of fringe benefit demands with WSB recommendations 


Com- 
Union demand | pany’s | 
offer 


Board recommenda- 
tions 


Present benefit 
level 


Geographical differential_| 10-cent southern | Eliminate 
differential. 

Shift differential: | | 

Second : ..--.| 4 cents... .---| 10 cents. . miata ‘ | 6 cents. 
Third et | 6 cents : 15 cents _- ae .----| 9 cents, 
Holiday pay | | 
(a) Paid holidays....| None coe ee EE EE ee en 
(6) Holidays worked_| Time and one- | Double time and one- ....| Double time. 
| half. half. 

Vacation. ___- | 1 weekf-r1 year’s | 1 week for 1 year’s serv- |- No change except 
service; 2 weeks ice; 2 weeks for weeks after 15 years. 
for 5 years; 3 2 years; 3 weeks for 
weeks for 25 5 years; 4 weeks for 
years. 15 years. 

Saturday and Sunday | None_--...------ _.| Time and one-half for ...-| Time and one-quarter 

premium pay. | Saturday; double for Sunday, effective 
| time for Sunday. Jan. 1, 1953. 
Reporting allowance... 4 hours... _..- ----| 8 hours. : ‘ ..| Returned to parties. 


practices 


Current fringe 
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WSB recommendations 


Wage rate Fringe | Total wage} Total in- 
increase benefit ! increase ! | crease cost ! 


} 


! 
| 





Cents 
First 6 months, 1952 | 4 


| 
| 


Second 6 months, 1952 paid ik eeasedaieaicailed | f 
Average for 1952 ae Baal ssl hits 3 ; 
) 26. 
g 5. 20. < 
} | 


First 6 months, 1953 : eneiteint 
Average for 18 months__. . f 


! Add another .3 cents in the case of United Steel and Republic Steel for the North-South differential. 


ESTIMATED COST OF WSB RECOMMENDATIONS 


OPS agrees with steel companies’ estimate that the recommended wage increases 
and other employee benefits would increase the direct wage costs to approxi- 
mately 30 cents per man hour, when payroll taxes, pension costs and other costs 
are included 

| Direct increase in em- 
ployment costs per 
employee hour 


Rate of Cost of 
Increase Increase 


Cents 


General increase in wage rates 12. { 


6 paid holidays (including double time for holidays worked) 
Increased vacation benefits (3 weeks after 15 years of service) 
Increased shift differentials (6 cents for second shift; 9 cents for third shift) 


Premium pay for work on Sunday (25 percent of straight-time rate 
Reduction of southern wage differential.......-- 


Total direct cost per employee__-_- 


1 Effective July 1, 1952. 
2 Effective Jan. 1, 1953 
3 Primarily applies to U. 8. Steel Co. and Republic Steel Co. effective January 1953. 


THE STEEL COMPANIES’ POSITION 


13. The steel companies contend that WSB recommendations ignore the fact 
that ‘‘the steelworkers are among the highest paid employees in the Ameri- 
san industry ;that as recently as 1949 a public panel found the steelworkers suffered 
no wage inequities in comparison with workers in other industries and that, in 
the past several years the steelworkers’ earnings have increased substantially 
more than the cost of living.’’ 

14. They agree that some of the fringe recommendations are not inconsistent 
with WSB policy, but are superimposed upon an arbitrary and excessive wage 
increase; that the most unjustifiable and unstabilizing proposal is for the 1% 
premium pay for time worked on Sundays. 

15. They claim that as a result of the Board’s action the Government weight 
has been thrown behind the union’s drive for union shop. 

16. The steel companies presented six principal reasons to WSB why the 
present price and profits will not support the recommended wage and fringe 
increases—stated briefly these are: 

(1) Profits in 1951 declined 13 percent for the 49 leading steel companies 
(reporting to American Iron and Steel Institute) responsible for 92 percent 
of the country’s production. 

(2) The 1951 profits of 5.7 cents on the sales dollar are at a record low for 
a period of peak-capacity operations; that they are actually inadequate for 
supporting the huge expansion requested by the Government, and for pay- 
ing the dividends that will attract new investment. 

(3) Steel’s profit rates of 12.3 percent on total net assets in 1951 was 
extraordinarily low—17 percent less than the national manufacturing average 
in 1951, according to recent National City Bank comparisons. 
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(4) Steel profit reports—as with all corporations— now overstate the 
industry’s real earnings, because depreciation allowances permitted by 
Government are inadequate under today’s inflation to cover replacement 
costs; that replacement costs have risen from 200 to 300 percent over pre- 
war averages; that if depreciation were to be charged on the base of today’s 
replacement values, it would be found that profits in 1951 were at least 
$180 millions lower than the amounts reported—or 30 percent below the 
reported total. 

(5) Steel’s 1951 profits were not only 13 percent under those of 1950; 
but were still on the decline during 1951; they were earned at a lower rate in 
the second half of the year; that there was also a decrease in dividends to 
stockholders; that since taxes in 1952 will be higher than in 1951, then 
with the same volume of sales and with costs otherwise unchanged, the 1952 
decline in profits can be even greater than last year’s. 

(6) Total 1951 profits for the entire industry ran to little more than $700 
millions, on the basis of preliminary estimates. For purposes of comparison: 
this profit of the whole industry amounts to less than the additional billion- 
dollar wage costs (on basis $12 per ton) proposed by Government and union. 


THE UNION’S POSITION 


17. The union claims that 16 cents an hour would have been required on Janu- 
ary 1, 1952, to catch up with the increase in cost of living since their December 
1950 contract was negotiated. 

18. They contend that other industries have higher average hourly rates; 
that the major ones have received wage increases since December 1950. 

}t 19. The union argues that the recommendations do not adequately compensate 
for increased productivity; that this would justify an additional wage increase 
of 5 cents per hour for each year since 1950. 

20. That the meager consideration of one and one-quarter premium pay for 
Sunday work is a far cry from the double time for Sunday work and time and 
one-half for Saturday work now generally enjoyed by American workers. 

21. The union contends that the Board’s action in recommending the union 
shop only extends the same kind of protection accorded unions in other industries. 


Comparison of steel companies’ offer ! with recommendations of the Wage Stabilization 
Board 


Issue | Companies’ offer WSB recommendation 


. Length of contract_..........| To end Mar. 30, 1953 To end June 30, 1953. 
; 2, Wage rate — ..--| 12% cents per hour effective | 1244 cents per hour effective Jan. 1, 
‘act | Mar, 1, 1952, to run through 1952; additional 244 cents beginning 
eri- Mar. 30, 1953. July 1, 1952; additional 244 cents 
beginning Jan. 1, 1953; to run to 
red July 1, 1953 
, in 3. North-South differential. ....| Reduce differential by 5 cents....| Reduce differential by 5 cents. 
ally ; Shift differential: 3 
. Second shift 6 cents__- ect ...--| 6 cents. 
AUG BU dccevancaces| SOND. <. owneinas 14 en, 
ent 5. Vacations...--- ety 3 weeks after 15 years’ service _. 3 weeks after 15 yeors’ service. 
age 5. Holidays.....................| 6 at straight time when not | 6 at straight time when not worked; 
r 1 | worked; 6 at double time 6 at double time when worked. 

1% | when worked. 

. Effective date of fringe ad- | Effective date of new agreement._| Effective first full payroll period 
ight justments in 3, 4, 5, and 6 | following Mar. 20, the date of 
above. | Board’s recommendations, or as 

otherwise agreed. 

the . Premium pay for Sunday....| N ‘i Time and one-quarter for work per- 
nge | formed on Sunday to be effective 
3 | Jan. 1, 1952. 

; Union security sol -| Form and conditions of union shop 
nies | provision to be determined in ne- 
‘ent | | gotiations. General Motors pro- 

vision suggested as possibility for 
| mutual agreement. 
for 10. Contract issues... ........- | To be settled by mutual agree- | To be settled by mutual agreement. 
for | ment. 


BY- — —__——— ———— ~ a 
! Offer made during negotiations meetings held in New York City prior to Apr. 8, 1952. 
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CoMPARISON OF STEEL EARNINGS WirH Livina Costs AND OTHER INDUSTRIES 


1. Steel companies claim the hourly earnings of steelworkers has increased 
higher than the cost of living. They submitted the following data. 


| 


Consumer index niiieesiena . vorke 
(1935-39= 100) Steelworkers | Durable goods workers 


Hourly | Hourly : 
Index ; earnings | earnings Percent 


1947 Patt js 159. 6 $1. 439 | . 292 100 
1948 eee ‘ 171. 108 | 1. 580 . 410 108. 5 
1949 170. 107. | 1. 646 | ; . 469 113.8 
1950 171.9 | 108 | 1. 691 | | . 537 119 
1951__. : 185. 6 | 116.5 1. 883 31. . 673 129. 5 


2. Steel companies submitted the following tables 
claim: 


: » | Real average 
Consumets’ | hourly earn- 
Price Index | ings (in 
(1935-39 | 1935-39 
100) dollars) 


Average 
hourly 
earnings 


1940 “ —— ; : . ‘ stint ned $0. 844 100. 
1945 em is ossiiiatele : ; as i 1.179 133. 
1948-July . -- Sata Sicausieate 1. 555 174. 
1950-January - _- . af § ‘ 1. 675 168. 3 
1951—October.... ave ‘ ‘ mee = | 1. 874 187. 
Percent Percent 


Increase since 1940....-..-_. , 


3. Steel companies claim that the hourly rate of steelworkers is above the 
average of other industries. 


Hourly Excess earnings over other groups 
Industry earnings, § |———-——_--—___- —_--—— 


| October 1951 | October 1951 94! 1940 


Steelworkers 

All manufacturing 
Durable goods 
Automobile 

Meat packing 
Textile 





Source: Wage Stabilization Board. 
PERMISSIBLE WaGE INCREASES UNDER WSB ReEcutations Nos. 6 anp 8 
THE STEEL COMPANIES’ CONTENTION 


Under regulation No. 6 (general 10 percent ‘‘catch up” formula): 
Steelworkers’ straight-time wages on base date (January 1950) 


10 percent ‘“‘catch up” permitted _ _ 
December 1950 wage increase granted-_ 


Balance due steelworkers, Dee. 1, 


Under regulation No. 8 (wage increases permitted to offset higher living 
costs after January 15, 1951): 
Steelworkers’ current straight-time wage_-___-- 


Permitted wage increase under old cost of living index January 15, 
1951, to January 15, 1952 (1.81 4.75 percent) _- 
Balance due under regulation No. 6 


Total steelworkers’ wage increase permitted 
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THE UNION’S CONTENTION 


The union argues that under section 5 of GWR No. 8 and section 4 of GWR 
No. 6, a base date other than the normal January 15, 1951, is justified. Thev 
contend that the October 15, 1950—the last Consumer Price Index available at 
the time of the negotiation of the 1950 increase—is the proper base date. The 
increase in the Consumers Index (oid series) from October 15, 1950, to January 
15, 1952, is 8.8 percent. When applied against the current $1.81 wages the 
amount of the perm'ssible increase would be 16 cents per hour. 

The following table indicates the increase in living costs and the permissible 
wage increase on the basis of the different base dates indicated: 





Consumer Living cost | Permissible 
Index (old inerease to | wage in- 
series Jan. 15, 1952! crease 


Percent 


Oct. 15, 1950 
Nov. 15, 1950 
Dec. 15, 1950 


&.8 
8.3 
6.6 


Jan. 15, 1951....__--- aes 4.75 


1 Jan, 15, 1952, Consumer Index (old series), 190.2. 


Tue Cost oF THE PROPOSED STEEL WAGE INCREASE AS ANALYZED BY OPS 


1. The cost of the entire wage package proposed by WSB averages 23.3 cents 
an hour from January 1, 1952, to June 30, 1953. ! 

2. Production of 1 ton of finished steel requires 17 man-hours.! Thus, the 
average cost of the proposed wage increase is $3.97 a ton. 

3. A fully integrated operation (including production of coal, iron ore, and 
limestone) requires 20 man-hours a ton.! Thus, the proposed wage increase, plus 
an identical increase in ore and coal mines and quarries also retroactive to January 
1, 1952, would raise the industry’s total labor cost by $4.67 a ton of finished steel. 

‘Nonintegrated companies could pay out of this amount for an increase in the 
prices ‘of purchased ore, coal, and limestone equal to the increase in wage cost 
of these materials. 

4. The industry has claimed that the wage-cost increase is $6 a ton. This 
figure applies only if retroactive pay is charged to current operations; or else it 
applies only after January 1, 1953.) 

5. The cost figures given above do not take account of increasing labor produc- 
tivity which is bound to offset part of the wage rise. 

6. OPS position is that purely hypothetical increased material costs cannot be 
taken into account in determining the justification for present price adjustments, 


WSB recommended steel waaqe 


Cost per hour and cost per t 

Period Hourly cost Stee! mill 

cost per 
ton ? 


Cost ! Fringe 


Cents Cents 
First half 1952 - 2.: 15 2. 43 
Second half 1952 18 4. 90 


Average, 1952--_. 3.! 16. £ 3. 66 
First half 1953 ee 7.5 21 8.70 | 
Average, 18 months 15.0 18 


Price increase requested by steel industry 
! Figured at 20 percent of increase wage rate ; 
217 man-hours required to produce a ton of finished steel in a nonintegrated steel mill 


33 additional m an-hours (totaling 20) required per ton to produce iron ore, coal, and lin 
grated mill. 


estone in an inte- 


! Each of these statements is based on computations verified by the steel industry's own experts 





2304 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


7S B recommended steel wage—Continued 


Total estimated cost of WSB recommended wage increase 





1952-53 Nonintegrated steel : 
Period estimated mill Integrated steel mill 
| finished 

steel prod- | 
| ucts (mil- | Cost per | Totalcost | Cost per | Total cost 
| lion tons) ton (millions) ton (millions) 


Second half___- | 42 3. 89 | 163.3 | 


1952—First half___. 42 | $2.96; $114.3 | $3.49 | 
ent MG ERM i 
1952 average. __- nan 84 | 3.43 


1953—First half 44 | 5.05 222. 





Average, 18 months. 128 3.97 510.1 | 


Source: Estimated “‘Cost per hour and cost per ton,”” by Office of Price Stabilization and the steel 
companies. 


Net cost of WSB recommended steel wage to steel industry and Government 
NET COST TO STEEL INDUSTRY 


Estimate wage increase cost to July 1953 (basis average $4.67 per 
ton times 128,000,000 tons estimated production of finished 
steel from January 1952 to July 1953) 

Less Capehart price increase (basis $3 per ton times 100,000,000 
tons over next 14 months) 


Industries’ cost for wage increase, January 1952 through 
ely Ts, 6 sei 2 cack Jew eak cee ewe _ 300, 000, 000 

Less amount of Federal income and excess profit tax (70 percent) 
on $300,000,000 210, 000, 000 


Net cost to steel industry for 18-month period 90, 000, 000 


Average net cost per ton for 14 months including retroactive 
wage increase, 90 cents per ton. 


NET COST TO GOVERNMENT TO JULY 1953 


Loss from Federal income and excess profit tax $210, 000, 000 
Offset by steelworkers individual income tax on $600,000,000 
at 20 percent 120, 000, 000 


Net loss to Government for 18-month period 90, 000, 000 
Plus possible additional tax loss on lower dividends to stockholders. 


SFFECT OF STEEL PRICE INCREASE ON THE GENERAL ECONOMY 


In the hearing before the Senate Labor and Welfare Committee on April 15, 
1952, Governor Arnall stated: 

‘‘A $12-a-ton increase in the price of steel would represent about 10 percent 
increase in price. It is estimated that such an increase would result in a general 
increase of approximately 5 percent in the cost of living or $300 per year per 
family.” 

According to OPS the basis for this statement is that a steel price increase will 

1. Break the line on OPS price policies. 

2. Make it necessary for OPS to grant special consideration to othe 
industries. 

3. Cause other industries to ask for increases to cover wage increases 
already given since July 1951 and OPS would be helpless. 
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4. Indirectly increase the price of commodities generally through a round 
of material and wage increases over the next few months that would be 
reflected across the board. 

5. Create inflationary trend caused by consumer buying being stimulated 
by higher prices. 

Estimated $300 increasing living cost per family is reached as follows: 


Personal expenditures: 
$209 billion annually: 5 percent increase equals $10.5 billion. 
$10.5 billion divided by 35 million families equals $300. 


Prorits Per Ton or SEMI AND FINISHED STEEL FOR 49 STEEL COMPANIES 
REPORTING TO AMERICAN IRON AND STEEL INSTITUTE 


The following represents the basis on which OPS estimated the profit per ton 
of steel before and after taxes. 

1950 average price for semi and finished steel $113.20 (from Bureau of Census, 
Facts for Industry—Steel Mill Products issued Jan. 25, 1952.) 


PRICES FOR 1947-51 


1 Price of semi 
BLS and finished 
Steel based 
on $113.20 
for 1950 


wholesale 
price 
index ! 


Percent 
88.8 
101.4 
109.9 
115.7 
124.8 


PROFIT PER TON BEFORE FEDERAL TAXES 


Percent 


| profit per 
dollar sales 


Price Profit 
per ton per ton 


10.4 $86. 





COMPARISON OF 1951 PROFITS PER TON WITH 194749 AVERAGE 


Before taxes | After taxes 








Average profit per ton 1947~49 tikes hele $11. 25 $4 59 


1951 profits per ton... . : oh i stiinsihssiietihiecinaihes anil 20. 26 7.07 
Cost of wage increase per ton (1953 maximum)) 6. 00 


Profit per ton, after wage cost ai i ess | 14. 26 
Plus Capehart adjustment... ys nung : aid bs 3.00 | 


1951 profit per ton after all adjustments ap fat ha WY I oe 17. 26 | 


‘*Semi and finished steel combined’’—New Index—1947-49=100 percent. 
2 $11.25 average. 
’ $6.59 average. 
‘30 percent company’s share after 70 percent tax adjustment. 
Source: Prepared by Office of Price Stabilization from Department of Commerce, ‘‘ Facts of Industry”’; 
American Lron and Steel Institute. 
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EARNINGS STANDARD, 49 STEEL COMPANIES REPORTING TO AMERICAN IRON AND 
STEEL INSTITUTE 

Policy 

“The level of price ceilings for an industry shall normally be considered 
‘generally fair and equitable’ if the dollar profits of the industry amount to 85 
percent of the average for the industry’s best 3 years during the period 1946-49, 
inclusive. The profits should be figured before taxes and after normal deprecia- 
tion only, with adjustments made for any change in net worth,” 


Srep I.—-845 percent of the average rate of returns (before taxes) on the net worth for 
3 best years during 1946 through 1949 


1946 aS 2 == ao 

1947__. oa : : J) ee Percent 

1948 -- 20. 5718.5 X85=15.7 

1949. ‘ ; ; ; sae (wd 

Srep I1.—85 percent of base period earnings (before taxes) adjusted for changes in 
1951 net worth 

1951 net worth of 49 firms _ $5, 969, 000, 000 

85 percent of average 3-year return____- ; percent 15. 7 


1951 earnings standard : - : $937, 000, 000 


Strep III].—1951 earnings standard and cost absorption before price increase 


1951 earnings before taxes Bl he a _.... $1, 918, 000, 000. 00 
Earnings standard required _ - . 937, 000, 000. 00 


Amount of increased costs to be absorbed from earn- 

ings (before taxes) before the 49 firms are entitled 
to a price increase - owt 4 : 981, 000, 000. CO 
Increased costs te be absorbed per ton of finished steel_ - 13. 10 


Note.—(1) The above figures reflect the fact that 1951 earnings before taxes for the steel (49) companies 
increased 128 percent, whereas the earnings standard formula is 85 percent of the 1946-49 base period, 

2) Estimated that 49 companies represent 95 percent of the productive capacity of 79,000,000 tons of fin- 
ished steel in 1951. 


ANALYSIS OF CONSOLIDATED STATEMENT OF 49 STEEL COMPANIES FOR 1947-51 BASED 
ON STATEMENT BY STEEL COMPANIES IN THE WAGE CASE WITH ADDITIONS 


The net income of iron and steel companies representing 95 percent of tota 
finished steel production declined nearly 13 percent in 1951 from the previous year’ 
despite an increase of 22 percent in their combined revenue, according to American 
Iron and Steel Institute figures issued April 13, 1952. The companies’ Federal 
income taxes rose about 61 percent over 1950 to more than $1.2 billion. This was 
nearly 260 percent over the 1947—49 average. 

However, the net income before taxes was the highest in the history of the 
companies, $1.9 billion in 1951 as against $1.5 billion in 1950 representing 24 per- 
cent increase. When compared with the average 1947-49 income before taxes of 
$839 million, the 1951 figure was 128 percent higher. 

The 1951 net income after taxes of $667,693,527 was $99 million lower than the 
net income in 1950 but $174 million more than the average for 1947-49. The 1951 
net income represented a return of 5.7 percent on total revenue, compared with 
8 percent in 1950 and 6.6 percent for the 1947-49 period. 

The 5.7-percent return in 1951 was the lowest since 1946, when it was 5.5 percent. 

The total revenues of the companies in 1951 were approximately $11.6 billion 
as against $9.5 billion in 1950. This compares with $7.4 billion average for 1947 
19. Total 1951 costs and expenses rose slightly more rapidly than revenues, thx 
increase being 25 percent over 1950 to an aggregate of over $10.9 billion. The 
increase in costs was nearly $2.2 billion, compared with $2.1 billion in revenues. 

However, the total 1951 costs and expenses maintained approximately the same 
increase over the 1947-49 average as total revenues——about 57 percent. 

The $1.25 billion in Federal income taxes was three and one-half times as high 
as Federal taxes averaged for 1947-49. For every $1 paid on wages and salaries 
in 1951, 36 cents was paid in income taxes to the Government. In 1950 it was 
27 cents and an average of 14 cents for 1947-49. The 1951 Federal taxes were 
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equal to 10.8 cents on each sales dollar. They were nearly twice the net income 
upon each sales dollar. They were four times the 1951 dividends of 2.6 cents per 
sales dollar. 

Last year the steel companies’ greatest increase in dollars of expenses was in 
materials and services purchased, but these items maintained their normal rates 
with the total costs. This classification constituted about half of total costs and 
expenses, and amounted to nearly $5.4 billion last year, an increase of $1 billion 
or 23 percent over 1950. It was nearly 50 percent of total costs in 1950 and an 
average of 51 percent for 1947-49. 

Wages and salaries, the next largest item, were $3.4 billion, an increase of nearly 
$600 million or almost 21 percent. Social security, pensions and similar employee 
benefits brought total employment costs last year to nearly $3.8 billion. This 
item has run around 35 to 37 percent of the total costs and expenses each year 
since 1947. 

The reduced net income was accompanied by a cut of $4 million in dividends, 
to a total of $307 million. The 700,000 stockholders in these companies received 
about one-quarter as much as was paid to the Federal Government on income 
taxes. 

After dividends, $361 million was left for reinvestment in the business, a reduc- 
tion of nearly $100 million from 1950. This part of net income, which was avail- 
able for various corporate purposes is claimed to be equal to only about one-third 
of the 1951 expenditures for additions, improvements and acquisitions. The 
total of this income available for reinvestment, plus depreciation and depletion, 
was over $700 million, or $300 million short of the year’s expenditures for new 
equipment and properties. This situation was reflected in an increase of $251 
million in long term debt to slightly over $1 billion, the largest funded debt since 
the twenties. Funded debt has approximately doubled since the end of World 
War IT. 

The net worth increased by $531 million or approximately 10 percent in 1951 
over 1950. This was 31 percent more than the 1947—49 average. It is significant 
to note that the rate of return before taxes in 1951 on the stockholders’ equity was 
32.2 percent as compared with 28.3 percent in 1950 and 18.4 percent average for 
1947-49. The rate of return after taxes, although slightly higher in 1951 over 
the 1947-49 average showed 1.9 percent decrease from 1950 due to the substantial 
increase in Federal taxes. 

Higher costs, together with smaller net income and reduced balance of net for 
reinvestment, were accompanied by a relatively larger increase in current liabili- 
ties than in current assets. The latter at the end of the year were 1.8 times current 
liabilities, compared with a ratio of 2.2 one year earlier and 2.6 for the 1947-49 
period. 

Depreciation and depletion of $372 million in 1951 was 14 percent higher than 
in 1950, one of the smallest increases in charges against income. It is claimed 
that very little depreciation as yet is on the accelerated basis. Moreover, this 
charge is based on original cost, by law, rather than replacement cost. 

The 49 iron and steel companies covered in this report produced 96,703,147 net 
tons of ingot steel and shipped 75,119,869 tons of finished steel to customers. 

Source: American Iron and Steel Institute. 


96315—52—pt. 428 
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Consolidated statement (including all affiliated interests) of 49 steel companies 
reporting to American Iron and Steel Institute 


1950 3-year average | Percent increas: 
$e 1947-49 | 1951 over— 


Mil- Mil- Mil- |p,.nn 3-year 
lions of lions of lions of I a ‘ nt 1950 aver 
dollars dollars dollars | & Ss age 


Percent 
of sales 


Percent 
of sales 


Total revenue : OE Oe ttc: 9, 535 , 420 
Shipments finished steel (millions of 

net tons) t : 67 
Percent of industry 9 85 


Employment costs: 
Wage salaries 3, 448 29.6 , 85: 29. ¢ 2, 534 
Social security, etc 147 ‘ é 
Pensions 184 ) ! 32 


Total 3, 779 32. £ 3,15 3 2, 632 
Materials, supplies, freight, 
other services 5, 371 ; , 3 45.8 3, 548 
Depreciation ; 372 7 q 273 
Interest and charges. _- 29 ; 2: : 21 
State and local taxes 162 3° ’ 103 
Estimated Federal tax , 250 7 349 


Total costs and expenses 10, 963 94. ¢ 7 92 », 926 

Net income: 
After taxes 668 5. 7 494 
Before taxes 1, 918 . 5 , 544 7 &39 
Cash dividend 307 . 6 311 3.3 204 
Reinvested 361 3. 456 200 
Stockholders investment (net worth 5, 969 5, 438 4, 550 
Return before taxes (percent 32. 2 28. 3 18. 4 
Return after taxes (percent) 11.3 14.2 10.8 


Source: American Iron and Steel Institute—1951 Annual Report: 1951 from release in New York Times 
Apr. 13, 1952 


Employment costs and prices per ton, 1946-51 


Employment cost Employment cost 
per hour per ton Stee] 
price 
index ! 


Man-hours per ton 


Hours Index ! Dollars Index Dollars Index 


1946 20.4 100 
1947 A 18. 6 91 
1948 18.3 SY 2 

1949. hin 18.3 SY &9 126. 4. 59 113.6 
1950__.. oS ; 16.9 8&2 2. 05 137.6 34. 65 113.8 
1951 ‘ 16.7 Sl 2. 25 151 37. 58 123. 4 


1.49 100 30. 46 100. 0 
1. 63 109 30. 32 99. 5 


7 118 32.39 106.3 


P~I-1to 


1 Indexes: 1946%100—Semifinished and finished steel. 


Sources: Prices: U. S. Bureau of Labor Statistics, Office of Price Stabilization. Other data: Adapted 
from the annual statistical report, 1950, p. 8, American Iron and Stee] Institute. 
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Steel shipments, profits per ton and capacity operated, United States Steel Corp., 
1929-51 


Profits before taxes Profits after taxes 
Steel ernest an 
products ‘ : Percent 
Period shipped 5 ss capacity 
thousands | Millions | Pertonin | Millions - operated 


of tons of dollars dollars of dollars Cound 


dolla 


1929 Sli $252. f $15. 02 
1930 2, ét oe. ¢ 11. 92 
1931 : 5. 62 
1932 » oe -39. 5 -9.14 
1933 35 . 76 
1934 ,¢ . 2.17 
1935 &, O86 39. ! 4. 88 
1936 ; 11, 905 
1937 14, 098 
1938 7,316 
1939 1 707 
1940 15,014 
1941 20, 417 
1942 20, 615 
1943 20, 148 
1944 21, 052 
1945 18, 410 
1946 15, 182 
1947 20, 242 
1948 20, 655 
1949 18, 212 
1950 22, 635 
1951 24, 626 57 26. 70 


Inst esTore 


1 Adjusted by gross private domestic investment deflator as 


Source: United States Steel Corp., Annual Report for 1951. 


Cost of mate rials, employment costs and profils after taxes, United States Steel Cor p 
1929 41 


Millions of dollars As percent 


Products 
and service 
bought 


Products 
and services 


sold 


Employ- 
ment costs 


1929.... $1, 097. 
1930 R25 
1931 i : 548. 
19o2..... ; 287. 
1933 375. 
1934 Sel 420. ¢ 
1935 : 539 
1936 — 790. 5 
1937 1, 028. 
1938 . . 611 
1939 se 846 
1940... SS oaaie 1, 079, 
194] sain 1, 622. ; 
1942 A nd : 1, 863 
1943 7” 1, 972. ¢ 
1044 2, O82. 
1945 ‘ 1, 747.3 
1946... oats . 1, 496 
1947 ; 2, 122. 
1948 ... ‘ 2, 481. ! 
1949 ; 2, 301.7 
1950 ae 2, 956. 4 


1951 ‘ 3, 524.1 


Source: United States Steel Corp., Annual Report for 1951. 
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Data PRESENTED BY STEEL COMPANIES IN THE WaGE CASE—ESTIMATED Cost 
or WAGE STABILIZATION Boarp RECOMMENDATIONS 


| Direct increase in 
employment costs 
| 


4 | per employee hour 
Recommendations | 


| Rate of | Cost of 
increase | increase 


Cents 
(Sees Geen Oe WN Se soc tad SS ccc cens * j 2! 
125 
6 paid holidays (including double time for holidays worked) __ 
Increased vacation benefits (3 weeks after 15 years of service). 
Increase shift differentials (6 cents for second shift; 9 cents for third shift) 
Premium pay for work on Sunday (25 — of — -time rate) - 
Reduction of southern wage differential_- crescent ie osc oolecld 


Total direct cost per employee--_- 


1 Effective July 1, 1952. 
2 Effective Jan. 1, 195 
3 Effective Jan. 1, 1953. 


Steel capacity, production, and percent of operations (ingots and steel for castings 


| 


> | Xapacity 
age of ca- || Year | nee, | Total | age of ca- 
pacity | : | | pacity 


| 
| Percent- |} | Percent- 
1 

(net tons) | 

| 


! 

Year Capacity Total 
i 
| 





1951__. | 104, 230, 000 | 5,000 | 100. g _...| 193,854,420 | 89, 641, 600 
1950 99, 982, 650 96, 836, 075 | 96. ¢ 943___- 90,589,190 | 88, 836, 512 
1949 96,120,930 | 77,978,176 81. 942 1 88,886,550 | 86,031, 931 
re a 94, 233, 460 88, 640, 470 94. ¢ 85, 158, 150 82, 839, 259 
1947 | 91, 241, 250 84, 894, 071 93. ¢ 81,619,496 | 66, 982, 686 
1946 91, 890, 560 66, 602, 724 72. ! Sinaceodin 81, 828, 958 52, 798, 714 
1945.......| 95, 505, 280 79, 701, 648 83. 5 


1 Average annual capacity as of Jan. 1 and July 1. 


Typical tabulation for the peacetime years before 1940 for an integrated steel company 


| Operating at Percent of 

average profits to 
percent of sales 

capacity after taxes 


10 years . e ann aie 7 R5, 11.8 
9 years — sotaie on . = . 10 8 
4 years_.-- i ‘ ‘ aiid neal 5 

3 years 

5 years 1 


t 
6 


Prewar average 8.8 


1 Loss. 





e in 
costs 
hour 


t of 
ease 


nts 
14 3 


1 
2 


9 
2 | 
3 


pany 


nt of 
is to 
eS 

[axes 


18. 2 
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Up until 1940, the profits on sales after taxes fell below 10 percent only when 
operations fell below 75 percent capacity. The profit exceeded 6 percent on sales 
even with operations at less than 50 percent capacity. 

Last year steel earned only 5.7 percent on sales. ‘Today, when steel is operating 
at around 100 percent of capacity, its profit rate is less than it got when operating 
at half that level in prewar days. 


A financial picture of the companies responsible for over 90 percent of the steel 
industry’s ingot production 


Sales | Profit before | Percent, Federal income | Percent) Net profit! | Percent 
ve income taxes | of sales taxes of sales| after taxes (| of sales 


1942 }, 266, G00, 000 $840, 000, 000 3. $614, 000, 000 9. $226, 000, 000 
1943 ), 620, 931, 535 | 595, 801, 219 9. 407, 209, 387 & 188, 591, 832 
1944 }, 590, 184, 620 476, 501, 216 A 296, 667, 066 4.5 179, 834, 150 
Bcctndied , 892, 007, 584 303, 214, 939 5. 119, 105, 925 3 184, 109, 014 
1946 Sake , 777, 608, 305 395, 647, 450 .¢ 131, 122, 434 , 264, 525, 016 
1947 }, 674, 287, 112 693, 920, 845 281, 987, 901 4.: 411, 932, 944 
1948 : &, 080, 794, 849 | 929, 336, 977 a 388, 788, 498 ; 540, 548, 479 
1949_ _. 7, 391, 577, 815 905, 861, 492 | de 377, 063, 526 5 528, 797, 966 
1950... .- 9, 485, 462, 943 1, 543, 751, 547 i. 776, 803, 611 8.2 766, 947, 936 
We sksi oa 11, 568, 304, 598 1, 918, 317, 653 16.6 1, 250, 624, 126 10 667, 693, 527 


ad 


1 Some of the reporting companies, either directly or indirectly through subsidiary companies, are en- 
gaged in activities which are not part of the steel industry and make their reports on a consolidated basis. 
Hence “‘net profit after taxes’’ may include the operations of activities not concerned with steel making. 


Percent return on net worth earned by companies representing over 90 percent of the 
industry’s ingot production 


. Net income Percent return 
Net worth . Z sQOEeY 
ot worte after taxes on net worth 


$3, 711, 586, 698 $264, 525, 016 
3, 935, 407, 910 411, 932, 944 
, 566, 427, 318 540, 548, 479 

, 885, 100, 023 528, 797, 966 
5, 458, 335, 832 766. 947. 936 
5, 968, 706, 572 667, 693, 527 


oe 


Dividends paid by companies representing over 90 percent of the industry 


, Dividends as 
eg iV nds 
Year Divider percent of sales 


$147, 354, 487 
, 226, 553 
5, 354, 170 
. 394, 216 
, 475, 872 
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Net income of some leading ene manufacturing industries for 1950 and 
Id 
{In thousands of dollars] 
Percent *| Percent 


return on margin on 
net assets | sales 


Reported net 


Num- . 
—_ income after taxes 


ber of 
com- 
panies 


Industrial groups 


1951 1950 | 1951 1950 | 1951 


i 


Baking___--- ae : abst a 33,912 | $52,070 
Soft drinks ts ‘adiend 2, 400 35, 947 | 
Distilling ‘ a : : ’, 864 121, 009 
Tires, rubber products. -- ; 53, 016 182, 956 
Lumber. i ‘ ‘ 3, O83 99, 023 
Furniture, wood products ‘ . 2, 8 10, 866 
Paper and allied products. 3: 36 334, 217 
Chemical products jaan 3, ¢ 636, 319 
Drugs and medicines J, ; ’ 97, 749 
Soap, cosmetics, etc A ‘ 95, 14: 76, 445 
Paint and varnish at 3 a7, 57, 219 
Petroleum production and refining Z , 875, 150 |2, 262, 028 
Cement 57, 388 , 833 
Glass products 28, 945 90, 732 
Other stone, clay products. _- ,& 27, 399 
Building, heating, plumbing equipment 52, 19% 28, 235 
Electric equipment, radio, and TV 90, 286 | 3, 438 
Hardware and tools 56, 57, 567 
Household appliances ; 4, O79 
Machinery 21, 676 248, 439 
Office equipment , 62% 3, 228 
Nonferrous metals 7 365, 5 367, 150 
Other metal products 223, 536 219, 795 
Autos and trucks ; ‘ , O51, 04: 136, 147 
Iron and steel — Se is 89, 379 


> 
Com O30 

DOO Wm Omen 
VNnofkOWOUanNwon-t 


mb me ONO Ib 


NNO «Ile ewe 


DaDuf- wwe COOL +I 
Cem ee 


Dw Nwwwws 


© wo 
on GF OO SE Or de OD Or 0 0 


Oo tn dm On GO ND 
WO bo ho OO me 


-< 
' 


a} 


oO 


Total for 1,763 manufacturing companies 29 18, , 135 


Source: National City Bank of New York. 


Steel industry expenditures for new equipment and construction since 1946 


Year Expenditures Year Expenditures 


1952 ! $1, 300, 000, 000 1948 $583, 000, 000 
1951 1, 041, 000, 000 1947 496, 000, 000 
1950 513, 000, 000 1946 291, 000, 000 
1949 : 510, 000, 000 


Advance estimate. 


Increases in steel wages and cost of living 1989-51 and January 1952 


1939= 100 
A verage . - 
BLS Cost-of- | hourly steel 
Living Index | wage GBLS A verage 
(per hour) | Cost of living hourly stee] 
wage 


1939 \ 100.0 | 100. 
1940 d 100 100 
1941 2 105. 112. 
1942 j 1118.3 | 121. 
1943 . 1127. 133. 
1944 te 5 1 130. ! 138 
1945 ‘ ) 134 140. 
1946 ; ‘ 1 143.7 | 152. 
1947 59. 6 160. 6 171 
1948 4 172. ¢ 188. 
1949 La 171.2 196. 
1950 . .§ 72. § 201 
1951 ‘ ) 186. 7 221. 
January 1952 , 190. 2 227 


New UWS 


1 he Ors S 


Adjusted for understatement in the index due to deterioration of quality and unavailability of mer- 
chandise as recommended by the President's Committee on the Cost of Livings 
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Comparison of steel average hourly earnings and increases with other manufacturing 
industries 


Average hourly earnings 


October 1945 January 1952 


Tires and inner tubes. -...........-.- ; ; $1. 231 
Petroleum refining... .--..-- 285 
Automobile ___ ; . : 219 
Locomotives... .- ‘ sarge : 323 
Blast furnaces, steel works, rolling mills . 136 
Aircraft and parts. - —- ; . 188 
Ship building and boat building . 297 
Machinery (except electrical) _ _. ‘ 118 
All durable goods ; , 063 
Wholesale meat packing 7 . 954 
Electrical machinery. _.-- ee . 031 
Glass and glass products . 985 
Hardware. - -. . . 956 
Chemicals and allied products . 991 
All manufacturing -- . 985 
Tin cans and tinware 5 . 925 
Cement . . 961 
Paper and allied products : 897 
Nondurable goods ; 909 
Lumber and wood products 5 5 . 784 


aR 


rextile mill products - _- -- : . .773 


Sam | 
% 9 
 & 


OP RO RON w oe 
a 


PNWwOe OOK NUK Seon 


COHN sor SDD mo 
Pete peed et pret pet et fet ft ft ee fed ed ed ed fed et eet DD 


INDUSTRY GROUP 


lires and inner tubes e 
Petroleum refining oe 
Automobiles al 
Locomotives and parts 

Blast furnaces, steel works rolling mills 
Aircraft parts 

Shipbuilding and boatbuilding 
Machinery (except electrical) - 

All durable goods. -- 

Wholesale meat packing 

Electric machinery 

Glass and glass products 

Chemicals and allied products 
Hardware : 

All manufacturing 

Tin cans and tinware 

Cement 

Paper and allied products 

All nondurable goods. - 

Lumber wood products 

Textile mill products 


Source: Bureau of Labor Statistics. 
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Comparison of steel workers’ average hourly and average weekly earnings with wages 
in other major industries 


| A a 
| Average | Average 
Industry hourly | weekly 
earnings earnings 


| 


January 1952 


| 


All manufacturing. 


pendants 1. 641 | 66. 79 
Neen nn nn nn ne aaah en te on Dene 1. 725 71.93 
Nondurable goods. insipid gaceapatape celbnic eteethning Red pie nak goa 1. 23 | 60. 16 
Wholesale meat packing gcotee aan : 1. 684 | 71. 57 
En nudowonouine Bed oe se see oS oa 1. 346 | 52. 09 
Lumber and wood products--_.......---.--- | é a aan 1. 404 | 54. 90 
Paper and allied ypeee ee eee eee oe ore eee 1. 560 | 66. 30 
Chemicals and allied pendusts.. aera 1. 661 | 68. 60 
Petroleum refining ----........-.-.- 2.111 85. 92 
Tires and inner tubes aR a 2. 138 87. 87 
Glass and glass products__.......-.--- 1. 664 | 66. 39 
Cement. .--- i extnaiok : es oe 1. 577 65. 13 
Blast furnaces, rolling mills, and steel works-_--- : oa 11,902 2 78. 36 
Tin cans and tinware..-.--...-...---- 1, 631 65. 73 
Hardware. ._.- 1. 659 69. 18 
Machinery (except electrical). 1, 825 79. 39 
Automobiles... , ; ; i a 1. 987 80. 87 
ETE TERE a ir aa 1, 842 79. 76 
Ship and boat building. dead Paak , uien’ 1. 836 74.17 
Locomotives and parts 1. 947 81. 58 
Electrical machinery 1. 670 69.14 


February 1952 


All manuf: ney 


eae eras ek aed ss é 1. 638 | 66. 83 
IIE so aecutls oat neira ded sespiasuniniaiadciaebatuasnattanii tian at aside tkeiatrobcodaae Soba piustiencs 1. 723 72. 02 
I cia tes et tia iim aeteeen sl nitneennenindeecclactaiendathia abies wala aeene 1. 520 60. 04 


1 Would be $2.071 plus other fringe benefits if companies’ offer of 1214 cents raise plus benefits were 
included. With WSB recommendations, would be $88.91. 


2? Would be $85.12 plus fringe benefits if companies’ offer of 1244 cents plus benefits were included. With 
WSB recommendations would be $2.158. 


Source: Bureau of Labor Statistics. 
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Millions of FINISHED STEEL AND STEEL INGOT PRODUCTION 
short tons MONTHLY, 1946-51 
10 





Finished 





1948 


Fin- 
ished i 
stee!! ’ | ingots 


| 
January j 
Februory j 
March | 
April 

| 


URReLUD 


euo™ 


vee 


May 

June 

July 
August 
September 
October 
November 
December 


bw noi 

PS veNNMeNe 
BVeLO Baird 

PPYSRS 
ee REeN ew 

er 

CON H—HK—FNUBo 
BUBLDOO ~O~BO 


MN@NNNNNONO™M 
@S2@MWOLA—WONO OY 


SA RMAMR 
PE QO we 


| AVvUswrouase” 
Wows OWN SNOW 
YEOESSSYESYER S> | 
SRO OAR —VOUea~ | 
PRED RDNAne aun 
one VOWRaAwWOe | 
MN NONONNNNON | 
BROBROOOL—Wabr | 
—NOULNUY—Oos 
Yo. YREVEYOWY 
DARSSROR AUD 


Me. 
Nip 
oOo 


~~ 
o 
_ 


tT | Pe Se Peoe 22 °Ne 
10 @ 6 INN Oar @ 


lincludes bars, hot rolled—carbon and alloy, reinforcing; semimonufoctures; pipe ond tube; plates; roils; sheets; strip-cold and 
rolled, structural shapes, heovy; tin plate and terneplate; wire and wire products. 
Dato for Janvary incloded in February total. 


t 


Source: U. 8S. Department of Commerce, Survey of Current Business, compiled by American Iron and 
Steel Institute, and Office of Price Stabilization. 
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SELECTED INCOME DATA—PRIMARY IRON AND STEEL INDUSTRIES 
Billions of dollars QUARTERLY 1947-1951 


4.5 


Net Income After Federal income Taxes 
Federal Income Taxes 
XS Costs and Expenses 


after federal 
income taxes 


3 
8 
o 


PPLE 

ease 
-— 

2 o- 


. 
oa 
— 
-_ 


S238 ste 


33 883 


. 
LNNN 


na 

Nn 
Nw 

- 


-. 


es ees 
3 38& 


& 


x 
te 


é 


ath 
1951— Ist 
2d 


3d 
4th 


1 The top line plotted represents this column of net sales excluding provision for other income or deduc- 
tions which are minor. 


LY. 
a 
3S 


Source: Federal Trade Commission and Securities and Exchange Commission, Quarterly Industrial 
Financial Report Series For All United States Manufacturing Corporations, and Office of Price 
Stabilization. 
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RATE OF EARNINGS ON STOCKHOLDERS’ EQUITY' BEFORE AND AFTER 
FEDERAL INCOME TAXES 
PRIMARY IRON AND STEEL INDUSTRIES 
ANNUALLY, 1947-1951 


NET INCOME BEFORE FEDERAL INCOME TAXES 





Reinvested earnings. 


Dividends. 








Percent of Stockholders’ Equity 
Item 7 _ — 
1947 1948 | 1949 


; 
Net income before Federal income toxes | . 24.3 | 7.1 
| 


Net income afte: Federal income toxes | ea ___15.0 | es ae 


Dividends \ ‘ 4.4 | 
Reinvestod evrnings . 5.6 | 
ccunasfitideipiiganeieitajommme nme 
TRotes of eurnings ore computedon overage stockholders’ equity (“Keserves”, “Capital stock, capital sur- 
plus”, and “Garned surplus ond Surplus reserves”). 
The Industry Eorminys Standard Lose is 05% of the eurnings of the best three of the four years, 1946-49, 
wnc., which Is 1/3 percent o. the bases of thre sores. 
Partially ectemoted by Ortice vt Pesce Stabilizotion. 
4Not availubie. 


Source: Based upon data of the Federal Trade Commission and Securities and Exchange Commission, 
Quarterly Industrial Financial Report Series For All United States Manufacturing Corporations, and 
Office of Price Stabilization. 
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NET SALES AND NET VALUE OF PROPERTY PLANT AND EQUIPMENT 
PRIMARY IRON AND STEEL INDUSTRIES ” 
ANNUALLY, 1947 —1951 


Billions of dollars 
20 


ANNUAL NET SALES 


216.0: 


6» 





‘ : ke were ae 
1947 1948 1949 1950 1951! 
Billions of dollars 
20 
NET VALUE OF PROPERTY PLANT AND EQUIPMENT 
JUNE 30 








1947 1948 1949 1950 1951 
! Estimated by Office of Price Stabilizution. 


Source: Federal Trade Commission and Securities and Exchange Commission, Quarterly Industrial 
Financial Report Series For All United States Manufacturing Corporations, and Office of Price 
Stabilization. 
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DISTRIBUTION OF TOTAL ASSETS 
PRIMARY IRON AND STEEL INDUSTRIES 
JUNE 30-1947 TO 1951 


Hh 


OOOO 


OY 
seeee 


O 
WL 


U. $. Government securities 
TUT) Accounts ond notes receivable—net? 
Inventories. 


VI,‘ ther assets including deferred charges. 
Property plant and equipment—net. 


(Millions of dollars) 


Cash 


U. S. Government securities! 2 
Accounts and notes receivable—net 
Inventories 

Other assets including deferred charges 
Property, plont and equipment—net 


Total assets 


Jincludes “Other marketable securities”. in 1947. 
Includes “Other current assets.” 


Note: Deta is given for June 30 of each year, 
Source: Second Quarter Reports: Federal Trade Commission and Securities and Exchange Commission, 


Quarterly Industrial Financial Report Series For All United States Manufacturing Corporations, and 
Office of Price Stabilization. 


96315—52—pt. 4——-24 
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PERCENTAGE DISTRIBUTION OF TOTAL ASSETS 
PRIMARY IRON AND STEEL INDUSTRIES 
JUNE 30~1947 TO 1951 


| 


He 


: 


O 


U. S. Gevernment securities. 


Accounts ond notes receivable-net. 


Inventories 


YYW}. Other assets including deferred charges. 
Property plont and equipment-net. 


(Percent) 


Cash 

U. S. Government securities! 

Accounts and notes rece ivable—net2 
Inventories 

Other assets including deferred chorges 
Property, plant and equipment—net 


Total assets 


Jincudes “other marketable securities” in 1947. 
“Includes “other current ossets. 


Note: Data is given for June 30 of each year, 


Source: Second Quarter Reports: Federal Trade Commission and Securities and Exchange Commission, 
Quarterly Industrial Financial Report Series For All United States Manufacturing Corporations, and 
Office of Price Stabilization. 
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DISTRIBUTION OF TOTAL LIABILITIES ~PRIMARY IRON AND STEEL INDUSTRIES 
Billions JUNE 30-1947 TO 1951 
1 


dollars 


Notes and accounts payable. ! 


ererorerenanen Federal income taxes accrued. 
VWZZZZZD Long-term debt and other liabilities. 
preteteresese.d Stockholders’ equity.2 


(Millions of dollars) 


Notes ond accounts payable! 
Federal income taxes accrued 
Long-term debt and afher liobilities 
Stockholders’ equity 


Total liabilities 


8 

1.9 lincludes “Bonk loans poyable within 1 yeor” and “other current liabilities.” 

1.3 Zincludes “Reserves,” “Capital srock, copital surplus” and “Earned surplus and surplus reserves.” 
44 Note: Data is given for June 30 of each year. 

2.2 


Source: Second Quarter Reports: Federal Trade Commission and Securities and Exchange Commission, 
Quarterly Industrial Financial Report Series For All United States Manufacturing Corporations, Office of 
Price Stabilization. 
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PERCENTAGE DISTRIBUTION OF TOTAL LIABILITIES 
PRIMARY IRON AND STEEL INDUSTRIES 
JUNE 30-1947 TO 1951 


1948 


Notes and accounts poyable.! 
Federal income taxes accrued 


Long-term debt and other liabilities. 


Stockholders’ equity”. 


(Percent) 


Notes and accounts payable! 
Federal income taxes accrued 
Long-term debt and other liabilities 
Stockholders’ equity? 


Total liabilities iC : 100.0 
lincludes “Bonk loans payable within } year" and “other current liabilities,” 
2includes “Reserves,” “Capital stock, capital surplus,” and “Earned surplus and surplus reserves,” 


Note: Dota is given for June 30 of each year. 


Source: Second Quarter Reports: Federal Trade Commission and Securities and Exchange Commission, 
Quarterly Industrial Financial Report Series For All United States Manufacturing Corporations, Officc { 
Price Stabilization. 
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RATE OF EARNINGS ON STOCKHOLDERS EQUITY BEFORE AND AFTER FEDERAL 
INCOME TAXES 
COMPANIES REPORTING TO THE AMERICAN IRON AND STEEL INSTITUTE 
ANNUALLY, 1946-1951 


Percent 


NET INCOME BEFORE FEDERAL INCOME TAXES 
Industry Earnings Standard Show for 1950-1951 


NET INCOME AFTER FEDERAL INCOME TAXES 


Dividends 
RX Reinvested Earnings 





Dividends...ecscescessscesesencesees 
Relnvested earnings «0... +... 





TRotes of earnings are computed on average Stockholders’ equity (i.e., “Total Stocks and Surplus” plus 
“Reserves” ). 

2The Industry Earnings Standard base is 85% of the earnings of the best three of the four yeors, 1946-49, 
inclusive, which is 15.7 percent on the basis of this series. 


P Preliminary. 
Source: Based upon the Annual Statistical Reports, American Iron and Steel Institute. 52 companies 


in 1946; 50 in 1947; 48 in 1948; and 49 in 1949 and 1950. Ratios for 1951 based upon release in New York Times, 
Apr. 13, 1952, and Office of Price Stabilization. 
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DISTRIBUTION OF TOTAL REVENUE 
COMPANIES REPORTING TO THE AMERICAN IRON AND STEEL INSTITUTE 


Billions ANNUALLY, 1946- 51 


of doll ors 


etic] 
HnuvneunaatAHNT 
Koen 


Income ofter taxes. 
DI! Federal toxes. 


Other expenses (Depreciation, depletion and amortization, interest and charges on long 
xJ term debt and state, local and miscellaneous taxes). 


AA p44, Materials, supplies, freight and other services. 
Employment costs. 


(Billions of dollars) 


Total revenue 


Total employment costs 
Materiols, supplies, etc 
Other expenses 
Federal toxes ...... 
Income after taxes 


Source: Based upon the Annual Statistical Reports, American Iron and Steel Institute, 52 companic S, 
1946; 50 in 1947; 48 in 1948; and 49 in 1949 and 1950. Statistics for 1951 taken from release in New York Times 
Sunday, Apr. 13, 1952; Office of Price Stabilization. 
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PERCENTAGE DISTRIBUTION OF TOTAL REVENUE 
COMPANIES REPORTING TO THE AMERICAN IRON AND STEEL INSTITUTE 
ANNUALLY, 1946-1951 


ses 
seas cm i 


Income after taxes. 
nn Federal taxes. 


RY Other expenditures (Depreciation, depletion and amortization, interest and charges on long 
term debt and state, local and miscellaneous taxes ). 


// 44/3 Meterials, supplies, freight and other services. 
Employment costs. 


Total Revenve 


Total employment costs 
Materials, Supplies, etc. 
Other expenditures 
Federal taxes 


Source: Based upon the Annual Statistical Reports, American Iron and Steel Institute. 52 companies 
in 1946; 50 in 1947; 48 in 1948; and 49 in 1949 and 1950. Ratio for 1951 based upon release in New York Times 
Sunday, Apr. 13, 1952, and Office of Price Stabilization. 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


RATE OF PROFITS ON AVERAGE NET WORTH 
BEFORE AND AFTER FEDERAL INCOME TAXES 
TEN LARGE LRON AND STEEL COMPANIES 

ANNUALLY, 1946- 1951 


NET PROFITS BEFORE FEDERAL INCOME TAXES 
Industry Earnings Standard Shown in 1950-1951 


NET PROFITS AFTER FEDERAL INCOME TAXES 


r, and Office of Price Stabilization. 


Dividends. 
KeOS9 Reinvested eanings. 


3 
—_ 
= 
mn 
a 
s 
= 


Net profits before Federal income taxes 
Net profit after Federal income taxes 


Dividends 
Reinvested earnings 


IThe Industry Earnings Stondord base is 85% of the earnings of the best three of the four years, 1946-49, 
inclusive, which is 16.2 percent on the basis of this series. 


Slight revisions have been made in 1949, 1950 and 195] to adjust for an acquisition by one of the 
companies. 

Source: Data supplied by the Board of Governors, Federal Reserve System, special sample of 10 iron and 
steel companies included in the Federal Reserve sample of large corporations. These 10 companies are: 
Armco, Bethlehem, Inland, Jones & Laughlin, National, Pittsburgh, Republic. U. S. Steel, Wheeling, and 
Youngstown, and Office of Price Stabilization. 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


EXPENDITURES FOR PLANT AND EQUIPMENT COMPARED WITH 
DEPRECIATION, DEPLETION AND AMORTIZATION 
TEN LARGE IRON AND STEEL COMPANIES 
ANNUALLY, 1939 TO 1951 


(Millions of dollars) 


Depreciation, 
depletion, and 
amertizetion 


R slight revisions have been mode in 
1949, 1950 dnd 1951 to adjust for on acquis! 
tion by one of the companies. 


Source: Data supplied by the Boord of 
Governors, Federal Reserve System; special 
sample of 10 iron and stee! compenies incl ud- 
od in the Federal Reserve sample of forge 
corporations. These ten companies are: Arm 
co, Bethlehem, Inland, Jones & Laughlin, 
National, Pittsburgh, Republic, U.S. Steel, 
Wheeling, ond Youngstown. 


: tt] Expenditures for plant and 
- ~- equipment. 


Sad eumrtiostions 
ond amortization. 


400 «6500 «= 600s 700 
Millions of dollars 


Source: Office of Price Stabilization. 
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Summary of dispute cases 


I, CASES REFERRED BY PRESIDENT (12) 





Status immediately after 


Name Status 3¢ sti 
ame vatereat tatus of Board action 


American Smelting & Refin- | Union called off strike_.......- , Case closed Oct. 23, 1951. Board recom- 


ing Co. mendations accepted by company and 
union. 

Kennecott Copper et al ..| Union refused to call off strike_| Case returned to President Aug. 29, 1951. 
American Brass Cos. et al._.| Parties maintained produc- | Pending Board consideration of panel 
tion. report, 

Borg-Warner Corp..._.....-| Union called off strike__..__--- Do, 

Douglas Aircraft Co.. } _..do - > _....| Parties negotiated agreement with union 
security provisions left open on basis of 
Board recommendations on other issues. 
Union shop recommended by the Board. 

Wright Aeronautical Corp--- ole bee , ... Parties accepted Board recommendation. 
Case closed. 

Steel industry. ...-.------| Parties maintained produc- | Parties negotiating. Iron ore portion of 

tion. ease still pending before the Board 

Boeing Airplane Co..-._-- Di 7 Parties reached agreement under Board 
auspices, except for union-shop issue. 
Board recommended union shop. 

Aluminum Co. and CIO__. do_..- ae ..| Awaiting panel report. 

Aluminum Co, and AFL-- pe . .te ‘ Do. 

Kaiser Aluminum.. M4 eS PDE aed Z Hearings postponed upon joint request of 


parties to allow for further negotiations. 
OF taawtey...<.2 2. SA Ges ale de ....| Panel hearing opened Apr. 10 1952, Board 
requested parties to resume negotiations 

and keep Board informed of progress. 


II. VOLUNTARILY SUBMITTED BY PARTIES AND ACCEPTED BY BOARD (9) 


Name Status upon acceptance Status of Board action 


American Chain & Cable Co_| Strike ended with agreement | Pending Board consideration of panel 
to submit to Board. report. 


Atkinson & Jones (Hanford | Parties maintained production.| Board made final and binding decision. 
AEC project). 


Todd Shipyard (California)_| Strike ended with agreement | Do. 
to submit to Board. 
Wright Aeronautical Corp__.} Parties maintained production.| Awaiting panel report 
Gardner-Denver Corp_......| Strike ended with agreement | Parties reached agreement under Board 
to submit to Board. auspices. 


Combined Metals Reduc- | Parties maintained produc- | Awaiting panel report. 
tion Co., and New Park tion. 
Mining Co. 
Ryan Aeronautical Co_.-_.- ct Parties reached agreement under Board 
auspices. 
American Smelting & Re- ...--------------| Awaiting panel report. 
fining Co. 
U. S. Smelting, Refining & |_....do_..-....--._.-- . Do. 
Mining. 


ee 





Ill. VOLUNTARILY SUBMITTED BUT REJECTED BY BOARD (6) 


Citizens Rapid Transit Co. of Virginia Park Utah Consolidated Mines 
Owl Drug Co. Silver King Coalition Mines 
Ohio Power Co. Chief Consojidated Mining Co. 


IV. VOLUNTARILY SUBMITTED AND AWAITING BOARD ACTION ON ACCEPTANCE 
OR REJECTION (6) 

Craig Shipbuilding Co. Cavanaugh Machine Works. 

Long Beach Marine Repair Co Marine Solvents Service Corp. 

Wilmington Welding & Boiler Works Quality Machine & Boiler Works 


bcom- 
and 


1951. 
pane! 


anion 
sis of 
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oard, 
ation. 


on of 


Joard 
issue. 
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soard 
tions 
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vane] 


n. 


oard 
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(Reference to the following will be found on p. 1989.) 


STEEL PANEL 
Public members 


Chairman of the panel was Harry Shulman, professor of law at Yale University, 
arbitrator and impartial umpire for the UAW and Ford. 

Ralph T. Seward, of Washington, former arbitrator at General Motors, United 
States Steel, and International Harvester, and past president of the American 
Academy of Arbitrators. 


Labor members 


Eli Oliver (AFL), labor economist of Washington and now associated with the 
Labor Bureau of the Middle West, and 

Arnold Campo (CIO), international representative of the steelworkers union, 
and formerly a labor member of the San Francisco regional Wage Stabilization 
Board. 


Industry members 


Earle Watkins Mills, president of the Foster-Wheeler Corp., of New York 
City, makers of machinery and equipment, and a retired Navy admiral, and 

John C. Bane, Jr., attorney, of Pittsburgh, member of the firm of Reed, Smith, 
Shaw, and McClay. 


(Reference to the following will be found on p. 1990.) 


Attendance record of board in steel case 


Date Matter of discussion Public Industry Labor 


Jan. 7,1952 | Representatives of companies and | Feinsinger. Olander. Rieve. 
a. m, union met to discuss (with | Bullen. Hall. Walker. 
Board) procedural matters. Coman. Doherty. Brophy. 
Dunlop. Beirne. 
Aaron. 
Panel members: Seward, 
Bane, Oliver, Mills, Campo. 
Discussion re those companies not | Feinsinger. lander. Walker. 
ippearing at Jan. 17 meeting. Bullen. ull. Birthright. 
Aaron rmstrong. Rieve. 
Dunlop. oherty. Brophy. 
Coman 
Messt Feinsinger, Armstrong Feinsinger. rmstrong. Walker. 
Livingston and Walker were | Bullen lander. Brophy. 
appointed to consider procedural Aaron. 
matters in steel case Coman 


Feinsinger, mstrong. Brophy 
Bullen, nise Livingston, 
Aaron. eron. Walker. 
Coman., 

Dunlop. 

Feinsinger. 

Bullen. 

Aaron 


Preliminary report ¢ nel on | Feinsinger. 
certain Issues Aaron. 
Dunlop. 


Panel member Shulman, 
Seward, Bane, Oliver, Mills, 
Campo, 
Mar. 4,1952 Discussion of procedure to be fol- Feinsinger 
a.m, lowed tomorrow as panel reports. | Bullen. enise. V 
Aaron Bei b 
Coman., ennessy. Brophy. 
Ross 
Mar. 5,1952 | Partial Panel Report of Feb. 29 | Feinsinger nstrong. Walker. 
a.m, and summarized Bullen. Livingston. 
p. m, Dunlop. essy. Beirne. 
Ross. nise Rieve. 
Brophy. 
Panel members: Shulman, 
Seward, Bane, Oliver, Mills, | 
Campo. ' 
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Attendance record of board in steel case—Continued 











Date Matter of discussion } Public Industry Labor 
itachi taal a Nace dias ceca 
Mar. 6, 1952..| Panel report summarized_.__.__..- Feinsinger. Armstrong. | Walker, 
p.m. | Bullen. | Hennessy. | Livingston. 
| Aaron. Rieve. 
} | Ross. | | Beirne. 
Mar. 7, 1952..| Straight-time earnings—geographic | Feinsinger. | Armstrong. Livingston. 
a. m. differentials—shift differentials. | Bullen. | Hennessy. | Beirne, 
Aaron. | Rieve. 
Ross. | Birthright. 
| Brophy. 
p. m. Sia ou nein dhcenecpcdcs een: | Armstrong, | Walker. 
Bullen. | Hennessy. | Livingston, 
Dunlop. Bierne, 
| Rieve. 
Mar. 10, 1952.| Various issues.....................| Feinsinger. | Armstrong. Beirne. 
a. m. and Bullen. Hennessy. Livingston, 
p. m. | Dunlop. Walker. 
Mar. 11, 1952_| Panel report---_- out ..-.| Feinsinger. Armstrong. Rieve. 
a. m. and Panel members: Seward, | Bullen. Heron. Livingston. 
p. m. Bane, Oliver, Mills, Campo. | Ross. } Hall. | Beirne. 
| Aaron. | Hennessy, Brophy. 
| Doherty. Minton. 
Denise, 
Steele. 
Mar. 12, 1952.| Panel report-_-_-- ‘ ...| Feinsinger. Armstrong. Rieve. 
p. m. Panel members: Shulman, | Bullen. Hennessy. Livingston. 
Seward, Bane, Oliver, Mills, | Aaron. | Heron. Minton. 
Campo. | Dunlop. | Doherty. Beirne, 
Denise. 
Mar. 13, 1952.) General discussion___.............| Feinsinger. Armstrong. | Beirne. 
a. m. Panel members: Shulman, | Bullen. | Hennessy. | Minton. 
Seward, Bane, Oliver, Mills, | Ross. Steele. | 
Campo. | | 
p. m, ; Bullen, | Steele. Walker. 
| Panel members: Shulman, | Doherty. | Livingston. 
Seward, Bane, Oliver, Mills, | | Armstrong. Beirne. 
| Campo. | | Hennessy. 
Mar. 15,1952 | Discussion of matters which could | Bullen. | Armstrong. Beirne. 
a. m, | be returned to parties. | Dunlop. | Hennessy. | Brophy. 
| Panel members: Shulman, Doherty. | Livingstone. 
Seward, Bane, Oliver, Mills, | | Walker. 
Campo. 
p. m. f Feinsinger, Armstrong. Walker. 
Panel members: Shulman, | Aaron, Bierne. 
Seward, Bane, Oliver, Mills, | Bullen. | 
Campo. Punlop. 
Mar. 16,1952 | Various issues. - ...| Feinsinger. Armstrong. | Beirne. 
am.and | Panel members: Shulman, | Bullen. Hennessy. Livingston, 
p.m, Seward, Bane, Oliver, Mills, Dunlop. Heron. | Walker. 
Campo. } | 
Mar. 19, 1952 Discussion and voting... ...| Feinsinger. | Heron. Walker. 
p. m. 1Panel members: Shulman, | Bullen. | Armstrong. | Birthright. 
Seward, Bane, Oliver, Mills, | Aaron. Denise. Beirne. 
Campo. | Dunlop. Hennessy. Livingston. 
| Ross. Olander. Rieve. 
Coman. | Brophy. 
Mar. 20,1952 | Voting- eee eooc--c--eee-) Feinsinger. Armstrong Beirne. 
p. m. Bullen. Heron. Livingston. 
| Aaron. Olander. Rieve. 
| Dunlop. Hennessy. Brophy. 
|} Coman. Denise. Walker. 
| Ross. Birthright. 





1 During this session the Board was recessed and reconvened in executive session, Panel members 
were not present in the executive session. 





(Reference to the following will be found on p. 1990.) 


Wace STABILIZATION BOARD 
BIOGRAPHICAL SKETCHES OF BOARD MEMBERS AS OF APRIL 22, 1952 


Public members 


Nathan P. Feinsinger, Chairman, is a professor of law at the University of 
Wisconsin. He was in Washington with the National War Labor Board from 
1942 until 1946, successively as associate general counsel, ocirector of national 
disputes, and public member of tne Board. In 1946, he was Chairman of the 
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Presidential Fact-Finding Board in the steel dispute, and performed the same job 
in the meat-packing dispute in 1948. In 1947, he was the special representative 
of the Secretary of Labor in labor disputes in the longshore, public utilities, and 
Hawaiian sugar and pineapple industries. 

Mr. Feinsinger has often served as arbitrator, umpire, or impartial chairman 
under collective-bargaining contracts, including those of General Motors and the 
United Auto Workers, C10; Allis-Chalmers Manufacturing Co. and the UAW; 
Minneapolis-Honeywell Regulator Co. and the UAW; and Consolidated-Vultee 
and the International Association of Machinists, AFL. 

Mr. Feinsinger graduated from and received a doctorate of jurisprudence from 
the University of Michigan in 1928, after which he spent a year doing sociolegal 
research at Columbia Law School. He has been a member of the faculty at 
Wisconsin since 1929, and has also taught as a visiting professor at the University 
of Michigan and the University of Chicago. He is the author of three books in 
the field of law. 

Frederick H. Bullen, Vice Chairman on leave from his job as Executive Secretary 
of the New York State Mediation Board, was chairman of the Cleveland Regional 
War Labor Board in 1944-45. He was appointed a special mediation officer of the 
National War Labor Board in early 1942, and during that summer operated as 
special mediation officer in the Cleveland area. He became the disputes director 
of the regional board before moving up as regional chairman. For a short time 
in 1950 he was impartial arbitrator for the Ford Motor Co. and the UAW. 

He is a graduate of Cornell University. Studied at Graduate School of Public 
Administration, Harvard University. He is a lecturer at the Graduate School for 
Public Service, New York University. 

John T. Dunlop, professor of economics at the Littauer School of Public 
Administration, Harvard University, was Vice Chairman of the Boston Regional 
War Labor Board, and later Chief of the Program Appraisal and Research Division 
of the National War Labor Board in Washington during World War II. He was 
later a public member of the Wage Adjustment Board for the building and 
construction industry. Since the end of the war, Mr. Dunlop has been a con- 
sultant to the Council of Economic Advisers and to Presidential Assistant, John 
R. Ste2lman, as well as impartial chairman of the National Joint Board for the 
Settlement of Jurisdictional Disputes in the Building and Construction Industry 
He is a member of the Atomic Energy Labor Relations Panel. 

He received both his A.B. degree and his Ph.D. from the University of Cali- 
fornia. He also studied at Stanford and at Cambridge Universit, in England. 

Benjamin Aaron is on leave from the University of California at Los Angeles 
where he has served as lecturer in labor law and research associate in the Institute 
of Industrial Relations since 1946. During the war, Mr. Aaron held the post of 
mediation officer for the National War Labor Board until his appointment as 
chairman of the Detroit Area Tool and Die Commission in 1943. In 1944 he was 
appointed chairman of the National Airframe Panel, and in 1945 he was made 
Executive Director of the Board. He also served as a member of the War Depart- 
ment’s Advisory Committee on Labor for Japan in 1946. 

From 1946 until his appointment to the Wage Stabilization Board, Mr. Aaron, 
in addition to his regular work at the University, served as umpire and member 
of Government fact-finding boards in numerous labor disputes. From July 1950 
to July 1951, he served as impartial arbitrator for the B. F. Goodrich Co. and the 
United Rubber Workers (CIO). 

Mr. Aaron received an A. B. from the University of Michigan, an LL. B. from 
the Harvard Law School, and did graduate research in labor law at the University 
of Chicago Law School. 

Thomas F. Coman has been a labor relations analyst and reporter for the Bureau 
of National Affairs since 1941. Prior to that time he had been with the Associated 
Press in Detroit and Washington since 1934, also specializing in writing about 
various phases of labor relations. 

Mr. Coman graduated with an A.B. in journalism from Notre Dame University 
in 1924, and worked for a South Bend newspaper for 10 years before joining the 
Associated Press. 

Arthur M. Ross is on leave from the University of California at Berkeley where 
he is Associate Professor of Industrial Relations. He is an experienced arbitrator 
of management-labor disputes in the airframe, automobile, machinery, airline, 
electrical, and other industries. Among the companies where he has served as 
arbitrator are: Consolidated Vultee Aircraft Corp., Pan-American World Airways, 
Dow Chemical Co., Kuhlman Electric Co., Master Electric Co., and California 
Cotton Mills. In 1949-50 he served as assistant umpire under the National 
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Agreement between the General Motors Corp. and the UAW-CI1O. During 
World War II he was associated with the National War Labor Board as Chairman 
of the New Case Committee and Vice Chairman of the War Shipping Panel. 

Mr. Ross has been consultant to the California State Employment Commission, 
the Institute of International Education, and other agencies. He is author of 
books and articles on wages, collective bargaining, and industrial disputes, and 
has taught at Michigan State College and George Washington University as well 
as the University of California. 


Industry members 


Hiram 8. Hall is vice president in charge of personnel functions of the Bigelow- 
Sanford Carpet Co. of New York City, where he has been since 1944. Before 
coming to the Bigelow-Sanford Co., Mr. Hall was the director of industrial rela- 
tions at Ranger Engine & Aircraft Co., Farmingsdale, N. Y. He previously had 
been manager of operations for Aircraft Radio Corp., and director and manager of 
the Queens Industrial Commission. He has been an instructor of labor law and 
collective bargaining techniques at New York University. 

Mr. Hall served with the United States Navy from 1917 until 1919 and received 
a law degree from Southern Law School, Athens, Ga, 

Milton M. Olander, a member of the labor relations committee of the United 
States Chamber of Commerce, has been director of industrial relations at the 
Owens-Illinois Glass Co., of Toledo, Ohio, since 1935. He has also been a member 
of United States delegations to International Labor Organization meetings in 
Paris, Mexico City, and Montreal. He also served as district representative for 
the training-within-industry program for the State of Michigan and the Toledo, 
Ohio, area from 1940-44. From 1922-24, Mr. Olander was football coach at 
Western Michigan College, in Kalamazoo, Mich., and from 1924 to 1935 he was 
assistant football coach and professor at the University of Illinois. 

Mr. Olander graduated from the University of Illinois in 1922, and received a 
master’s degree from Michigan in 1931. 

George W. Armstrong, Jr. is president of the Texas Steel Co., whose employ 
he entered in 1923. He is also president of Trinity Oxygen Co., director of the 
Wichita Falls & Wellington Railroad, a subsidiary of the M. K. T. Railroad, and 
is in the cattle business in Montague County, Tex. In 1922 and 1923, before 
going to Texas Steel, he was employed at Donner Steel Co., Universal Atlas 
Steel Co., and the Jones & Laughlin Steel Corp. During World War II, he served 
as one of the vice chairmen of Industry Members of the Eighth Regional War 
Labor Board, in Dallas. 

Mr. Armstrong was educated in the public schools at Fort Worth, Tex. He 
attended Carnegie Institute of Technology. 

Richard P. Doherty has been director of the employee-employer relations 
department of the National Association of Broadcasters since September 1946. 
Before that he spent 5 years as executive director of the Industrial Relations 
Council of Metropolitan Boston, which he helped to organize in 1941. In addition, 
Mr. Doherty had been head of the economics department of the Boston University 
College of Business Administration, the faculty of which he had joined in 1927. 
He has had widespread experience in labor-management mediation, conciliation, 
and arbitration matters since NRA days. 

Mr. Doherty graduated from Clark University in 1925 and received a master’s 
degree from Brown University in 1926. 

Maleolm L,. Denise joined the office of the general counsel of the Ford Motor 
Co. on June 3, 1946, and is now an associate counsel for the company specializing 
in labor law and related matters. Before going to Ford, he practiced general civil 
law in Detroit, concentrating on labor law beginning in 1942. 

Mr. Denise attended college and received his law degree at the University of 
Michigan. 

Dwight Steele is president of the Hawaii Employer’s Council. Previously, he 
had been employed by the Distributors Association of Northern California since 
1942, as a labor relations specialist and, beginning in 1944, as executive vice 
president. Before that, he had practiced law in California, having been admitted 
to the bar in 1939. 

He studied law at Bolt Hall at the University of California. 


ring 
nan 


ion, 
r of 
and 
well 


ow- 
fore 
ela- 
had 
r of 
and 


ved 


ited 
the 
ber 
3 in 
for 
do, 
| at 
was 


da 


loy 
the 
and 
< re 
tlas 
ved 
Var 


He 


ONS 
46, 
ons 
on, 
sity 
‘27. 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 2351 


Alternate industry member 

Hoey A. Hennessey is an industry member of the Review and Appeals Com- 
mittee of the Board. He held the same position during World War II and was 
also an alternate industry member of the WLB. He is assistant to the managing 
director of the National Association of Manufacturers in New York City. From 
1945 until 1950 he was employed by the National Industrial Council in New York 
City. For many years prior to that he was manager of the Carteret Industrial 
Association of Carteret, N. J. 


Labor members 

Harry C. Bates has been president of the Bricklayers, Masons, and Plasterers 
International Union (AFL) since 1936. He has also been a member of the execu- 
tive council of the AFL since 1934. During the war, he was a labor member of 
the Wage Adjustment Board for the Building and Construction Industry, both 
under the National War Labor Board and the National Wage Stabilization 
Board. He entered the trade as a bricklayer in Waco, Tex., in 1900, became a 
vice president of the international union in 1920, and was the treasurer from 1924 
to 1928. 

Elmer E. Walker, a general vice president of the International Association of 
Machinists since 1945, was appointed a substitute A. F. of L. member of the 
National War Labor Board in 1944. He has been a machinist since 1918, and, 
until 1933, was a working tool and die maker in various places in the Midwest. 
He has been a union official since that time. During the war, Mr. Walker served 
in various posts with the Government, including periods as national field repre- 
sentative of the apprenticeship service in the tool and die industry, special assistant 
to WPB Assistant Director Joseph D. Keenan, Director of the Office of Labor 
Consultants of the Smaller War Plants Corporation, and held memberships on 
various commissions. He is now resident vice president of the IAM. 

William C. Birthright is president of the Journeyman Barbers, Hairdressers, 
and Cosmetologists International Union of America, and sixth ranking vice presi- 
dent of the A. F. of L. He has been a member of the A. F. of L. since 1908 and 
lives in Indianapolis, Ind. During the war, Mr. Birthright was chairman of the 
Marion County, Ind., County Draft Board, and he also served as a member and 
chairman of the Indiana State Personnel Board for 4 years. Earlier, he was 
secretary of the Tennessee Federation of Labor for 15 years. 

Emil Rieve, who has been president of the Textile Workers Union of America 
since 1939, was an alternate labor member of the National War Labor Board 
during World War II and also a labor delegate to the President’s Labor- Manage- 
ment Conference in 1945. He was president of the American Federation of 
Hosiery Workers from 1929 to 1939 and labor representative to the Code 
Authority for the Hosiery Industry in 1933 to 1935. He was also a member of 
Governor Lehman’s special committee on the State Defense Council, and a labor 
advisory committeeman to the Council on National Defense. He has also been 
an alternate member of the National Mediation Board and a member of the 
United States Government Wage and Hour Commission. He =as a United 
States Labor Representative to the International Labor Office in Geneva in 1936. 

Benjamin Sigal has practiced labor law in Washington since 1946. He is 
general counsel to several CIO unions, including the International Union of 
Electrical Workers, and the United Gas, Coke, and Chemical Workers. Durine 
World War IT, he served as executive assistant to the CIO members of the National 
War Labor Board and held the same position with the National Wage Stabilization 
Board through May of 1946. Until this time, Mr. Sigal had been engaged in a 
private law practice in Pittsburgh. 

He graduated from the University of Pittsburgh and received his law degree 
from Harvard. 

Joseph Childs is vice president of the United Rubber Workers of America (CIO 
and also a member of the CIO executive board. He is a member of the city 
finance committee of Akron, Ohio, and is active in civic affairs in Akron. He was 
formerly a labor member of the Cleveland regional WSB. He also served during 
World War IT as an alternate labor member of the National War Labor Board. 
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Alternate labor members. 


Lee W. Minton is president of the Glass Bottle Blowers Association, AFL. He 
is chairman of the shorter work dav committee, and serves on a number of other 
AFL committees. In addition, he has represented the AFL in various capacities; 
he was a delegate to the International Trade Conference in 1947 and 1948, a 
member of the Anglo-American Council on Produetivity in 1948, and is a member 
of the board of directors of the Community Chest Councils. In 1951, he was 
elected vice-president of the American Federation of the Physically Handicapped. 

John Brophy was for many years district officer of the United Mine Workers 
of America. From 1938 until 1950, he was director of Industrial Union Councils of 
the national CIO. During this time, he also held the following positions: member 
of tae National War Labor Board, member of the President’s Committee on 
Fair Employment Practices, United States adviser to the Paris meeting of the 
International Labor Organization, and a consultant to the State Department at 
the Habana conference on international relations. In 1950 and 1951 he was a 
CIO member of the International Committee for Trade Unionism, which serves 
in an advisory capacity to the United Nations. 


(Reference to the following will be found on p. 2037.) 


I, DEFINITIONS 
A. CLOSED SHOP 


Under the ‘‘closed shop” form of union security, the company obligates itself 
to hire and retain in its employ union members only. ‘‘Closed shop’’ has been 
defined to include recruitment by or through the union or the requirement that 
all new employees be members at the time of employment. The agreement may 
provide that the employer may reject a worker, referred to him by the union, 
who does not meet the specifie standards set by the employer or the contract. 
Under an absolute union-hiring clause or a preferential union-hiring clause, if 
the union fails to furnish the necessary workers, agreements usually permit the 
employer to hire nonunion workers provided they make application for member- 
ship or secure a temporary work card prior to or at the commencement of em- 
ployment. When an agreement establishes the closed shop for the first time, 
employees are required to become members of the union within a short time 
after the signing of the agreement. In rare instances an exception is made of 
workers already in the employ of the company at the time the closed-shop agree- 
ment is signed, who need not become union members. 


B. UNION SHOP 


The union shop differs from the closed shop in that the employer is free to hire 
nonunion workers and is the sole judge of the qualifications of the applicants. 
Unlike the closed shop also, union membership need not be acquired until imme- 
diately following employment or within a stipulated period thereafter. The union 
shop is similar to the closed shop in that membership in the union is a condition of 
continued employment. Prior to the Taft-Hartley Act, suspension from the union 
for any reason entailed dismissal from the job. Under the Taft-Hartley Act, 
suspension from the union entails dismissal from the shop only if membership in 
the union is denied or terminated for the failure of the employee to tender the 
periodic dues and the initiation fees uniformly required as a condition of acquiring 
or retaining membership. 

‘Union shop” also contempiates a number of alternatives other than the “full’’ 
union shop. An example is the modified form of union shop agreed upon by the 
General Motors Corp. and the United Auto Workers, ClO. The essential pro- 
visions of this agreement are as follows: 

1, Employees who are members of the union on the effective date of the agree- 
mert must maintain membership. 

2. Employees who are not union members on the effective date of the agreement 
need not join. Any such employee who joins during the life of the agreement 
must maintain membership. 

3. Employees who are hired after the effective date of the agreement must join 
when they acquire seniority. (Employees may acquire senioritv by working {0 
days during a period of 6 continuous months.) 
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4. Employees who are hired after the effective date of the agreement and who 
join the union must maintain membership for 1 year. They can then resign from 
the union and give notice to the company. If they fail at that time sign and 
give notice, they must continue to maintain membership. 

5. Disputes as to union membership become grievances with arbitration as to 
the final step. 

C. MAINTENANCE OF MEMBERSHIP 


All employees who are union members at a specified time after the execution of 
the contract, or who later join the union, must remain members for the duration 
of the contract as a condition of employment. As in the case of the union shop, 
under the Taft-Hartley Act, suspension from the union entails dismissal from the 
shop only when based upon the failure of the employee to tender the periodic dues 
and the initiation fees uniforinly required as a condition of acquiring or retaining 
membership. 
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Ill. The union shop is, of course, not new to the steel industry or to industries 
related thereto. The record in this case indicates that, of a total of 2,200 con- 
tracts with this union covering production and maintenance units in basic steel 
and fabricating plants, union-shop provisions have been agreed to by employers 
in 994 (45 percent). It also appears that, of 66 companies operating basic-steel 
plants with which the union had contracts in October 1951, 27 had agreed to 
either the full union shop or some modification thereof beyond maintenance of 
membership. Furthermore, while most of the major steel-producing companies 
have not agreed to the union shop in their contracts with this union, several of 
them have included such clauses in agreements with other labor organizations. 
The steel companies which own and operate coal mines, for example, entered into 
union-shop agreements some years ago with the United Mine Workers of America. 
More recently, several of the railroad subsidiaries of the steel companies have 
adopted union-shop clauses covering railroad employees, prior to and without 
recommendations from any Government board. Recently an emergency board 
recommended the union shop for all the railroads of the country. 

A list of companies with union-shop provisions in contracts with the steel- 
workers, follows. It was union exhibit No. 17A in Board case No. D-18-C. 


List of companies with union-shop provisions—l nited States Steel Corp. 


; . ies Tord | Plant 
ama , rye ,¢ € 7 =¢ . 
Name of company and plant location District employees 


[ 3 1, 800 
Clerks, weigh- 500 
masters, jan- | 
itors, etc. 
en aie a eakeee : - 15 | Supervisory | 62 
foremen, } 
Warrior & Gulf Navigation, Port Birmingham, Ala_-- 36 ‘eo 18 
Aetna-Standard Engineering, Warren, Ohio, and Ellwood City, |_.__-- P & M.... | 740 
Pa. 


Jnion Railroad Co., East Pittsburgh, Pa 


List of compantes with union-shop provisions, interdistrict 


» . ‘ ‘ *lant 
Name of company and plant location District Unit Plan 
employees 


Aetna-Standard Engineering, Warren, Ohio, and Ellwood City, : P & M..-- 740 
Pa. 

American Can Co.... ike p = . : : P& M.. 

O&C.. 

Blaw Knox Co. and divisions ; ene P&M 

Continental Can Co., Ine Seale P&M 

Continental Can Co., Inc., McDonald Plant No. 3: . 3 O&&C 

Continental Can Co., Inc., Syracuse, N. Y., No. 0__- eh ‘ 2 S).8 

Crucible Steel Co. ‘ ‘ P&M 

Elliott Co., Jeanette, Pa., Springfield, Ohio, and Ridgway, Pa P&M 

Kaiser Aluminum & Chemical Corp., Mead, Tacoma, and : P M 
Trentwood, Wash., and Newark, Ohio. 

Mather Stock Car Co., Chicago Ridge and East St. Louis, Tl P& M.. 

Rheem Manufacturing Co., Bayonne, N. J., Houston, Tex., “ P M 
and Sparrows Point, Md 

Standard Slag Co. and subsidiaries... - mee dein seetecesel P&M 


Modified union shop, 


Se Pe, Me, he bee be be fe Se De De De De 
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List of companies with union-shop prov 


Name of company and plant location 


4 CF-Brill Motors Co., Philadelphia, Pa 
Acheson Manufacturing Co., Rankin, Pa 
Acme Foundry Corp., Cleveland, Ohio! 
Acme Smelting Co. of Massachusetts, Everett, 
Adamson Co., East Palestine, Ohio 

Adelphia Steel Equipment Co., Inc., Philadelphia, P 
Aero-Motive Manufacturing Co., Kalamazoo, Mich 
Aetna Scientific Co., Everett, Mass.! 

Air Conditioning Training, Youngstown, Ohio. -- 
Air Reduction Sales Co., Birmingham, Ala 

Air Tool Parts & Service, Pittsburgh, Pa 

Airolite Co., Marietta, Ohio 

Ajax Metal Co., Philadelphia, Pa 

Alan Wood Steel Co., Dover, Oxford, N. J 

Alaska Freezer Co., Inc., Winchendon, Mass.! 
Albany Car Wheel Co., Menands, N. Y 
Alchrome Products Co., Newcomerstown, 
Aldrich Pump Co., Allentown, Pa 

Allen Iron & Steel Co., Norristown, Pa 
Alliance Machine Co. & Alliance Structural Co., 


Mass - - 


4 


Ohio 


Alliar 


AMENDMENTS 


District 


é 
on 
Lo 
2R 


l 


1ce, Ohio _| 


Allied Machine & Engineering, New Philadelphia, Ohio 


Allied Metals, Niles, Ohio 
Allied Steel Castings Co., Harvey, Ill 
Alloy Cast Steel Co., Marion, Ohio 
Alpha Products, Inc., Chicago, Il 
Alton Inc. 
Aluminum Air Seal Manufacturing, Girard, Ohio 
Aluminum Industries, Inc., Cincinnati, Ohio 
Alumiwal Corp., Gnadenhutten, Ohio! 
Amcoin Corp., Buffalo, N. Y 
American Abrasive Metals, Irvington, N. J 
American Bed & Spring, St. Louis, Mo 
American Brake Shoe, Los Angeles, Calif.! 
American Car & Foundry, Buffalo, N. Y.! 
American Car & Foundry, Berwick, Pa.! 
American Car & Foundry, Milton, Pa 
American Chain & Cable Co., Baltimore, 
American Cladmetals, Carnegie, Pa.! 
American District Steam Co., Inc., 
American Foundry & Manufacturing, 
American Gilsonite Mining, Bonanza, Utah, 
American Metal Co., Ltd., Pittsburgh, Pa 
American Metal Works, Philadelphia, Pa a 
American Metal Furniture, Indianapolis, Ind 
American Nickeloid Co., Peru, Ill 
American Nickeloid Co,, Walnutport, Pa 
American Radiator & Standard Sanitary Corp., 
Buffalo, N.Y. 

Do 
American 
Plant, 
Do 
American Radiator & Standard Sanit: ary C orp., 
American Radiatory & Standard Sanitary Corp., 

wanda, N.Y. 
Line rican Radiatory & Standard Sanitary Corp., 
Pa. 
American 8S 
American 
(merican 
American 


Md 


St. Louis, Mo 


Radiator & Standard 


, Sanitary 
Buffalo, N. Y. 


Corp., 


Nor 


afety Table Co., 

Serew Co., Norristown, Pa 

Screw Co., Willimantic, Conn 

Shim Steel Co., New Kensington 

American Steel Abrasives, Galion, — 

American Steel Co., Ellwood City, 

American Steel Dredge Co., 
Corp., Fort Wayne, Ind. 

American Steel Works, Kansas City, Mo 

American Stove Co., Harvey, Ill 3 

American Tool Works Co., Cineinn: ati, Ohio s 

Amercan W elding & M: anuf: acturing, Warren, Oh io. 

American Wire Fabrics, Mount Wolf, Pa 

W. Ames & Co., Jersey C oh ee 

Ames Baldwin Ww yoming, P arkersburg, W. Va 

Amherst Foundry, Inc., Buffalo, N. Y 

Max Ams Machine Co., Bridgeport, Conn ss 

Anchor Steel & Conveyor Co., Dearborn, Mich 

Anderson Knife & Bar, Anderson, Ind 

Anstice Co., Inc., Roc hester, N.Y 

Appliance Manuf: acturing Co., Alliance, ‘Ohio 

Armstrong & White, Cheswick, ce ed 

Arrow Metal Products, Everett, Mass.,! 


1 Modified union shop. 
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Tygart Steel, McKeesport and Versailles, P 
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List of companies with union-shop provisions—Continued 


>I: 
Name of company and plant location District Unit Plant 
employes 





Art Steel Co., Inc., Bronx, New York, N. Y.! 2; P&M 58 
Arneson Foundry, Kenosha, Wis-.- 2;' P&M 95 
Art Steel Sales Corp., Bronx, New York, N. Y.! 2; P&M 59 
Arteraft Venetian Blind Manufacturing, McKeesport, Pa--.- 15 P&M 89 
Ashland Foundry & Machine Works, Ashland, Ky-- 23:P&M 2n 
Associated Box Corp., East Chicago, Ind- 31; P&M 0 
Ashtabula Corrugated, Ashtabula, Ohio 2%; P&M 15 

Athey Products Corp., Chicago, Ill 31; P&M. 149 
E. C. Atkins & Co., Indianapolis, Ind., and Portland, Oreg.! 0” P&M RO 
Atlantic Foundry Co., Akron, Ohio 2) P&M x00 
Atlantic Stamping Co., Rochester, N. Y.'. ‘|; P&M 140 
Atlas Press Co., Kalamazoo, Mich.! 2, P&M 131 
Atlas Steel Casting Co., Buffalo, N. Yu 4 P&M 16 

Austin-Western Co., Aurora, Ill_- 31| P&M 800) 
Auto Sheet Metal Works, Huntington Park, Calif 38 | P& M w) 
Babcock & Wilcox Tube Co., Alliance, Ohio.. 27 P&M 270 
Badenhausen Corp., Cornwells Heights, Pa... 7|/ P&M 350) 
Ball Bros. Co., Ine., Hillsboro, Il] 4, P&M 225 
Baltimore Foundry & Machine Corp., Baltimore, Md.!_. 8|' P&M 85 
Barnes-Shasta Pump Co., Oakland, Calif s/ P&M ! 
T. A. Barnett Co., Barberton, Ohio x P&M 6! 
Barnstead Still & Sterilizer Co., Roslindale, Mass.!._-- 1; P&M. 40 
Barrett Machine Tool Co., Meadville, Pa..........-.- ; 21; P&M 15 
Bates Expanded Steel Corp., East Chicago, Ind_-.___- i 31; P& M. 140 
Bay City Foundry Co., Bay City, Mich.!.............-....... 29; P&M 4) 
Bay City Shovels, Inc., Bay City, Mich 22; P&M MM) 
Bay State Tap & Die Co.. Mansfield, Mass.! 1; P&M 145 
M. L. Bayard & Co., Inc., Philadelphia, Pa 7| P&M 1l¢ 

Bearings Co. of America, Lancaster, Pa 11}; P&M 500) 
Behringer Metal Works, Inc., Newark, N. J 2; P&M 70 
Belke Manufacturing Co., Inc., Chicago, Il 31; Pa&M ie 
Edwin Bell Cooperage Corp., Aliquippa, Pa 20;'>Pa&™M 16 
Edwin Bell Cooperage Co., South Side, Pittsburgh, Pa 16) P&M 35 
Belmont Iron Works, Eddystone and Philadelphia, Pa 7; P&M 250 
Benada Aluminum Products Co., Girard, Ohio %6;:P&M 2h 
Berks Foundry & Manufacturing, West Hamburg, Pa 1 | P&M fi 
Bertels Metal Ware Co., Kingston, Pa 9' P&M Z 

Beryllium Corp., Muhlenberg Township, Berks County, Pa 1 |' P&M 2) 
Best Foods, Inc., Indianapolis, Ind 30, P&M 25) 
Bettinger Enamel! Corp., Watertown, Mass 1} P&M 1m 
Biggs Boiler Works Co., Akron, Ohio 2a; P&M oO 
J. Bishop & Co. Platinum Works, Malvern, Pa.! 7|; P&M 2m 
Bison Castings, Inc., Buffalo, N. Y $4; P&M st 
Blick Manufacturing Co,, Ltd., Kansas City, Mo-- 34, P&M ) 
E. W. Bliss Co., Canton, Ohio 277; P&M a 
M. Block & Sons, Chicago, Il 11 P&M } 

Blue Valley Machine & Manufacturing Co., Kansas City, Mo 4 P&M 1 

Blumenthal Bros., Inc., Chicage, Il 31 P&M 

Boiler Tube Co. of America, McKees Rocks, Pa 16' P&M 22 
J. Borowsky & Sons, Boston, Lowell, Worcester, Mass.! l P&M 6 
Bos-Hatten, Inc., Buffalo, N. Y P&M 5) 
Bradford Machine Tool Co,, Cincinnati, Ohio 23;P&M 5 

Brasco Manufacturing Co., Harvey, Tl 31; P&M 125 
Breinig Brothers, Inc., Hoboken, N. J_. 2|; P&M 25 
Bridgeville Brick Co., Bridgeville, Pa 16 P&M " 
Briggs & Turivas, Inc , Imperial, Pa 16' P&M 5 
Broderick Co., Muncie, Ind. (drop forging division) 30' P&M 108 
Broderick Co., Muncie, Ind. (header press division) 0 PaM 141 
E. & G. Brooke Iron Co., Birdsboro, Pa 1 P&M 163 
jrooklyn Hospital Equipment, Johnstown, Pa 13, P&M w 
Brown Trailers, Inc., Spokane, Wash.! 3) P&M 200 
Brown Trailers, Inc., Toledo, Ohio 29; P&M 156 
Browning Crane & Shovel Co., Cleveland, Ohio ! 3; P&M 165 
Bryant Heater Division, Affiliated Gas Equipment, Inc., 30° P&M 30) 

Indianapolis, Ind 
Buckeye Forging Co., Cleveland, Ohio 2: P&M 200 
Buffalo Brake Beam Co., Buffalo, N. Y. 4,P&M 325 
Buffalo Steel Division, H. K. Porter Co., Inc., Tonawanda, 4|/;P&M 375 
N. Y 

Bury Compressor Co., Erie, Pa 21|;P&M Ww) 
Butler Manufacturing Co., Galesburg, Tl is 32; P&M 40} 
Butler Manufacturing Co., Kansas City, Mo 34) P&M 444 
Barcalo Manufacturing Co., Buffalo, N. Y.! 4,;P&M 3M) 
Buffalo Tank Co., Charlotte, N. C.! 38} P&M 35 
C. A. M. Industries, Philadelphia, Pa 7;P&M 125 
C. 8.8. Machine & Tool Co., Inc., Philadelphia, Pa_. 7| P&M SD 
W. E. Caldwell Co., Louisville, Ky.! 30; P&M. st) 
California Brass Manufacturing Co., Los Angeles, Calif 38; P&M. 125 
Calkins Manufacturing Co., Spokane, Wash.! 38' P&M 44 
Callahan Zine-Lead Co., Pioche, Nev 33 ' P&M 35 


1 Modified union shop. 
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List of companies with union-shop provisions—Continued 


Name of company and plant location District : a ’ 
employees 


Calumet & Hecla Consolidated Copper Co., Calumet, Mich. 
Calumet Steel Castings, Hammond, Ind_- 
Camera Art Co., Inc., Rechester, N. Y 
Cans, Inc., Chicago, Ill ‘ 258 
Canton Stamping & Enameling Co., Canton, Ohio-- . , 300 
Caplan Iron & Steel Co., Jeannette, Pa 16 
Carnation Co., Cambridge Springs and Corry, Pa.'! 
Carswell Manufacturing Co., Kansas City, Kans.!. 
W. A. Case & Son Manufacturing Co., Norristown, Pa 
A.M. Castle & Co., Chicago, I] ; 
M.A. Castle & Co., Vernon, Calif.' 
Castle Peak Mine, Provo, Utah 
Cavert Wire Co., Ellwood City, Pa_... 
Cemline Corp., Cheswick, Pa... 
Centennial Development Co., Eureka, Utah 
Central Boiler & Manufacturing Co., Detroit, Mich- 
Central Foundry Co., Fort Wayne, Ind.! 
Central Screw Co., Chicago, Il] 
Champion-DeArment Tool Co., Meadville, Pa 
Champion Rivet Co., East Chicago, Ind 
Chaplin-Fulton Manufacturing Co., Neville Island, Pittsburgh, 
Pa. 

Chapman Industries, Chicago, I 
Chicago Expansion Bolt, Chicago, Ill 
Chicago Freight Car & Parts Co., Chicago, Ill 
Chicago Freight Car & Parts Co., Pueblo, Colo. 
Chicago Malleable Castings, Chicago, Ill 

Do_. . 4 
Chicago Pump Co., Chicago, Ill_- 
Chicago Railway Equipment, Franklin, Pa 
Chicago Steel & Wire Co., Chicago, Ill 
Chicago School of Automotive Trades, Chicago, Il 
Chief Consolidated Mining, Salt Lake City, Utah 
Chromium Mining & Smelting, Chicago, Il_- 
Clary Multiplier Corp., Downingtown, Pa 
Clary Multiplier Corp., San Gabriel, Calif.! 
Clayton & Lambert Manufacturing, Louisville, Ky 
John L. Clemmey Co., Mansfield, Mass 
Cleveland Quarries Co., Lorain and Erie Counties, Ohio 
Cleveland Steel Barrel, Cleveland, Ohio 
Codo Manufacturing Co., Coraopolis, Pa 
H. Cohen & Co., Inc. and Vulcan Smelting Works, Inc., 
bury, Mass 
A. Cohn & Bro., Inc., Cicero, Tl 
‘old Products Co., Philadelphia, Pa 
i. T. Colling Co., Cincinnati, Ohio 
‘olumbia Marine Shipyards, Vancouver, Wash 
‘olumbia Steel Equipment, Philadelphia, Pa 
‘olumbian Cutlery Co., Reading, Pa 
Yombined Metals Reduction, Tooele County, Utah 
sombined Metals Reduction, Butterfield, Utah 
Yombined Metals Reduction, Pioche, Nev 
‘ommercial Shearing & Stamping, Inc., Chicago, Il] 
‘omposite Forgings, Ine., Detroit, Mich 
‘oncrete Products Co. of Ameriea, Pittsburgh, Pa 
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ondenser Service & Engineering Co., Inc., Scranton, Pa 
‘onnelisville Manufacturing & Mine Supply Co., Connellsville, 
Pa. 

onnors Steel Co., Birmingham, Ala 

onsolidated Products, Peru, Il 

‘ontinental Foundry & Machine Co., Coraopolis, Pa.! 
‘ook Heat Treating Corp., Los Angeles, Calif 

‘oolerator Co., Duluth, Minn 

‘ooper- Bessemer Corp., Grove City, Pa 

‘ooper Industrial Food Service, Inc., Maywood, Ill 
Jopco Steel & Engineering, Detroit, Mich 

opperweld Steel Co., Glassport, Pa 

‘opperweld Steel Co., Warren, Ohio 

Sosgrove Wire Cloth Co., Belleville, N. J 

*ramer Posture Chair Co., Kansas City, Mo.! 

‘rane Co., Chicago, Ill 

rane Co., Los Angeles, Calif 

‘reamery Package Manufacturing Co., Lakemills, Wis. . 
‘rescent Co., Inc., Pawtucket, R. 1. 4 
‘rosby Co., Buffalo, N. Y. 

‘rotty Brothers, Il., Inc., Chicago, Ill 

‘rowell Tube Co., Lexington, Mass 

Crown Can Co,, Chicago, Ill 

Crown Pipe & Foundry Co., Jackson, Ohio ! 

Crucible Steel Casting, Lansdowne, Pa_.. 
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2360 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


List of companies with union-shop provisions—Continued 


Plant 


Name of company and plant location District | employes 


Unit 


Crucible Steel Casting, Milwaukee, Wi ares | 32!| P&M Sane 372 

Crunden Martin Manufacturing Co., St. Louis, Mo___- | 34 cM es 2M 

Curtiss-Wright Corp. (formerly, Buffalo Stainless Castings), | Pee ek ots 7! 
Buffalo, N. Y. 

Dart Union Co., Providence, R. I.! 5 Ee yM 

Davan Galvanizing Co., Philadelphia, |S 7M 

Davis Brake Beam Co., Johnstown, Pa ‘ =" : cM 

Davis & Furber Machine Co., North Andover, Mass.!___.__- x M 

Davis & Thompson Co., Milwaukee, Wis.! ; ; 32 | cM 

Deemer Steel Casting Co., New Castle, Del.! ry M 

Deitch Co., Sharpsburg, Pa seaman ‘ cM 

Detroit Harvester Co., Zanesville, Ohio os and hedeatns coi ¢ cM 

Detroit Oven & Metal Fabricators, Detroit, Mich __-_- 1M 

Detroit Steel Corp., Craine-Schrage Steel division a diebndiae rM 

Detroit Steel Corp., Mill division, Detroit, Mich. -. ‘ M 

Detroit Steel Corp., Reliance Steel division !__......- - ( cM 

Detroit Steel Corp., New Haven, Conn___-- rM 

Detroit Steel Corp., New Boston, Ohio Sa ated glk tn Eileind 2: M 

Detroit Steel Products Co., Erie, Pa__-- nes édvwiceuauen t M.. 

Detroit Stoker Co., Monroe, Mich.'. . pane i M am. 

Diamond Steel Products Co., Bridgeville, Cet as 5 ,oe... 

pick Bros., Inc., Reading, Pa.! ‘ 5 “ESS 

Ww. . Dickey C lay Manufacturing Co., Birmingham, Ala.!____- 36 DON eon 

W.S. Dickey Clay Manufacturing Co., Chattanooga, Tenn.! 35 kM 

W.S. Dickey Clay Manufacturing Co., ener 3 Kans 

Dieters’ Foundry, Cherryville, Pa 

Dirilyte Co. of America, Kokomo, Ind 

Dodge Manufacturing Co., Mishawaka, Ind 


Donovan, Inc., St. Paul, Minn__......--.-- 
C. L. Downey Co., Hannibal, Mo.1_- ass 
Drayer-H: inson, Inc. .. Los Angeles, Calif 
Dresser Equipment Co., Torrance, Calif. (Ideco division) .- 
Driscoll Wire Co., She ‘ton, Conn 
Duer Spring & Man: facturing Co., McKees Rocks, Pal 
Dnuesberg-Bosson of America, Fitchburg, Mass.! 
Duff-Norton Manv facturing Co., Pittsburgh, Pa.t____- 
Duluth Steel Fabricators, Duluth, Minn.!__- 4 
K. L. Dunbar Slag Co., Wheatland, Pa 
Dunkirk Radiator C orp., Dunkirk, N. Y 
Duquesne Manufacturing Co., New Kensington, Pa. 
Duraloy Co., Scottdale, Pa_- 
Durham Mannfacturing Corp., Muncie, Ind 
Duriron Co., Ine., Dayton, Ohio 
John T. Dyer Quarry Co., Monocacy, Pa-- 
Earle Hardware Man" facturing Co., Reading, Pa 
East Bay Union of Machinists: 
Butler Manvfacturing Co., Richmond, Calif 
Central Machine Works Corp., Oakland, Calif 
Moore Dry Dock Co., Oakland, Calif. __. 
Pacific Drydock & Repair Co., Oakland, Calif 
Ralston Purina Co., Oakland, Calif.) 
Todd Shinyards Corp., Alameda, Calif.! 
Union Diesel Engine Co., Oakland, Calif 
Eastern Stainless Stee] Corp., Baltimore, Md 
Eaton Metal Products Co., Billings, Mont 
Economy Fuse & M: inufacturing Co. and Economy Screw C 0., 
Chicago and Palatine, Il. 
Economie Machinery Co., Worcester, Mass athe aall P& 
Edge Moor Iron Works, Inc., Edge Moor, Del shied ; | P&! 
E. H. Edwards Co., South San Francisco, Calif......._. na ] P&! 
Edwards Manufacturing, Cincinnati, Ohio... ._.-- ‘ x 5)|P&! 
Ekco Products Co., Ms assillon, Ohio P&! 
Electro Met: llurgical division, Union ¢ ‘arbide & Carbon C orp., 36 | P& 
Sheffield, Ala. 
Electro Refractories & Abrasives C orp., Hamburg, N. Y . P&!? 
Harry Ellanovitz Iron & Scrap, Dillony: SP e cucniaknn ce P&} 5 laces is 
Elliott Co., Jeannette, Pa 5a eating . O&C hind aagek 
Elliott Co., Ridgway, Pa , stele baila anil ; 9'O&C : 
Elliott Co., Jeannette, Pa a . 9 | Pit Prten 
Ellwood Ivins Steel Tube Works, Melrose, . \ M 
Fly Valley Mines, Inc., Pioche, Nev ; ie leaiiats 38 | z M 
Empire Steel Castings, Laureldale, PS we eee cM 
Empire Steel Corp., Mansfield, Ohio none ‘ cM 
Enamel! Products & Plating Co., McKeesport, Pa. 5 | x M 
Enterprise Manufacturing Co. of Pennsylvania, cM 
Pa. | 
Erdle Perforating Co., Rochester, N. Y.!_...----- Sees ee | cM 
Erie Art Metal Co., Erie, Pa___----- pn adnndedbanaiDe ‘ :M 
Erie Bolt & Nut Co., Erie, Pa beaks ain 2 M 


1 Modified union shop. 
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DEFENSE PRODUCTION ACT AMENDMENTS 


List of companies with union-shop provisions—C 


Name of company and plant location 


Erie Coal Dock Co., Lackawanna, N. Y 

Erie Enameling Co., Erie, Pa 

Erie Engine & Manufacturing Co., Erie, Pa 

Frie Forge Co., Erie, Pa * 

Erie Forge & Steel Co., Erie, Pa 
Do _ « 

Frie Malleable lron Co., Erie, Pa.! 

Erie Tool Works, Erie, Pa.’ 

Essential Trucking, Inc., Cleveland, Ohio 

Evans Products Co., Plymouth, Mich 

Everhot Heater Co., Detroit, Mich 

Excelsior Stee] Furnace Co., Chicago, I] 

Exolon Co., Tonawanda, N. Y 

F. & F. Mold & Die Works, Dayton, Ohio 

Fahralloy Co., Harvey, Il ; 

Fairbanks, Morse & Co., Beloit, Wis ct 

Fairmont Machinery Co., Fairmont, W. Va 

Falls Steel Tube & Manufacturing, Newton Falls, Ohio- 

Farrell Manufacturing Co., Joliet, Ill 

Fedders-Quigan Corp., Buffalo, N. Y 

Fenati Brick Co., New Castle, Pa a 

Ferro Machine & Foundry Inc., Cleveland, Ohio 

Filtration Engineers, Inc., Newark, N. J 

Finer Foods Packing Corp., Terre Haute, Ind 

Firth Sterling Steel & Carbide, McKeesport, Pa.! 








Fleetwood-Airflow, Inc., Wilkes-Barre, Pa 
Fleming Sheet Metal Works, Los Angeles, Calif. - 
Florence Pipe Foundry & Machine, Florence, N. J 
Florence Stove Co., Gardner, Mass . 
Follansbee Steel Corp., Follansbee, W. Va Beate 
Follansbee Steel Corp., sheet metal specialty division, Follans- 
bee, W. Va. 
Formetal Co., Ecorse, Mich 
Foster Enginecring Co., Newark, N. J Ladi 
Franklin Smelting & Refining, Philadelphia, Pa 
Frazier Packing Corp., Ellwood, Ind 
Fruehauf Trailer Co., Billings, Mont 
Furnace Foundry Co., Jackson, Ohio 
Fyr-Fyter Co., Dayton, Ohio : 
GQ & M Sheet Metal Co., Detroit. Mich 
G & W Electric Specialty Co., Chicago, Nl 
Gabriel Steel Co., Detroit, Mich ia 
Gam Manufacturing Co., Lancaster, Pa. _- a act 
Garden City Plating & Manufacturing Co., Chicago, Il 
Gardner-Denver Co., Denver, Colo.! 
Thomas S. Gassner, Ine., Philadelphia, Pa 
Gate City Iron & Metal Co., Ontario, Calif....._._.. 
General Conveyor Corp., Van Dyke, Mich_...-.-.-.--- 
General Metals Corp., Huntington, W. Va_. 
General Metals Powder Co., Akron, Ohio 
General Pressed Metal Corp., Svracuse, N. Y.! 
General Waste Products, Ine., Evansville, Ind 
Generating Equipment Co., Ine., New York, N. Y 
8. George Co., Wellsburg, W. Va_. 
Gibson, Ine., Kalamazoo, Mich.! 
Gifford-Wood Co., Hudson, N. Y 
John Gillen Co., Cicero, MM . a a 
Gindy Manufacturing Co., Downington, Pa 
Gisholt Machine Co., Madison, Wis 
Glaser Steers Corp., Belleville, N. J 
C.J. Glasgow Co., Detroit. Mich 
Glauber Brass Co., Inc., Kinsman, Ohio 
Gleaner Harvester Corp., Independence, Mo 
Globe Co., Chicago, . Bi 
Globe Hoist Co., Philadelphia, Pa 
Globe Steel Abrasive Co., Mansfield, Ohio 
C. A. Goldsmith Co., Newark, N. J.) 
Goulds Pumps, Ine., Seneca Falls, N. Y 
Grabler Manufacturing Co., Cleveland, Ohio 
L. F. Grammes & Sons, Inc., Allentown, Pa 
Granite City Tron & Machinery, Granite City, Tl] 
= City Steel Co., Granite City, Ml 
0 as 
Gravely Motor Plow & Cultivator Co., Dunbar, W. Va 
Do 
P. J. Greco & Sons, Tarentum, Pa 4 ; 
Greenspon Bros. Pine & Supply, National City, Tl 
Greer Steel Co., Dover, Ohio 
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2362 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


Tist of companies with union-shop provisions—Continued 


Plant 


Name of company and plant location distri 
€ ompany and plant locatior District employees 





Grief Bros. Cooperage Co., Kansas City, Mo.!_._._-- ; 34 a ee 20 
Griffin Wheel Co., Chelsea, Mass.!_ _- : peeked 1 42 
Griswold Manufacturing Co., Erie, Pa.!_.......--- dectince selidiadel 21 ‘ 
Groen Manufacturing Co., Chicago, Il_- 7 LEE 31 
Grote Manufacturing Co., Inc., Bellevue, Ky_.--........-.-----| 25 
Guibert Steel Co., MeKees Rocks, Pa_- Secale 16 
H. & H. Foundry & Machine Co., Manor, Pa_..---.-.....-----| 19 
H & L Tooth Co., Montebello, Calif... i a cial 38 | 
C. Hager & Sons Hinge Manufacturing, St. Louis, Mo.!___.._- 34 
Hahn Motors, Inc., Hamburg, Pa : | ll 
Hamilton Steel Products, Inc., Chicago, Ill Sxtdininatgioatl 31 
Hammond Brass Works, Hammond, Ind_.- - 
Hancock Manufacturing Co.: 

New Cumberland, W. Va 

Toronto, Ohio : S 
Handlan Buck Co., St. Louis, Mo--- dle 
Handley Brown Heater Co., Jackson, Mich- 
Hanlon-Gregory Galvanizing, Pittsburgh, Pa 
Henry L. Hanson Co., Worcester, Mass 
Hapman-Dutton Co., Kalamazoo, Mich 
L. Hardy Co., Worcester, Mass 5 
Harr Iron Co., Youngstown, Ohio ; 
Harrington & Richardson Arms, Worcester, Mass- 
Harris Fabricating Co., Campbell, Ohio ans 
Harris & Fischer Iron Works, Saginaw, Mich_..- 
Benjamin Harris & Co., Chicago Heights, Il_..-- 
D. P. Harris Manufacturing Co., Reading, Pa_- 
Hart & Crouse Corp , Utica, N. Y oa 
Harvey Metal Corp., Chicago, Tl 
Heller Bros. Co. of Ohio, Neweomerstown, Ohio__. 
Herman Hassinger, Inc., Philadelphia, Pa_.- 
Heekin Can Co., Cincinnati, Ohio ‘ ad 
James G. Heggie Manufacturing. Co., Joliet, Ill _. 
Heil Co., Milwaukee, Wis Si 
F. Heimburger & Son, St. Louis, Mo 
Hellenic Bros., Sparrows Point, Md 5 
Hellers Bros. Co. of Ohio, Newcomerstown, Ohio 
Helmick Foundry-Machine Co., Fairmont, W. Va 
Hemp & Co., Inc., Macomb, II : 
Hemphill Co., Pawtucket, R. I ‘ 
Hendrickson Motor Truck Co., Lyons, Ml... 
Henry & Allen, Inc., Auburn, N. Y 
Heppenstall Co., Bridgeport, Conn 
Heppenstall Co., Pittsburgh, Pa 
Herco Foundry, Inc., South Gate, Calif 
Herman Body Co., St. Louis, Mo 
Hess-Snyder Co., Massillon, Ohio 
Hetherington & Berner Co., Indianapolis, Ind 
Highland Iron & Steel, Inc., Terre Haute, Ind_. 
James Hill Manufacturing Co., Providence, R. I 
Hockensmith Corp., Penn, Pa s 
Hohl Machine & Conveyor Co., Buffalo, N. Y_.- 
H. E. Holbrook Drop Forge, Worcester, Mass... 
Holub Iron & Steel Co., Youngstown, Ohio 
O. Homme! Co., Carnegie, Pa,! 
Hospital Liquids, Inc., Chicago, Tl 
Houdaille-Hershey Corp., Huntington, W, Va.! 

Do 
C. E. Howard Corp., South Gate, Calif 
Howard Industries, Inec., Buffalo, N. Y 
Hubbard Milling Co., Ambridge, Pa.! 
Huenefeld Co., Cincinnati, Ohio 
Hume Pipe of N. E., Inc., Swampscott, Mass 
Hume Pipe of N. E., Inc., Merrimack, N. H.! 
Huther Bros. Saw Manufacturing Co., Rochester, N. Y 
Hyde Park Foundry & Machine Co., Hyde Park, Pa 
Hynes Steel Products Co, Youngstown, Ohio 
Idaco Engineering Co., Oakland, Calif 
Illinois Engine Exchange, Chicago, I] 
Illinois Powder Co., Spanish Fork, Utah 
Illinois Slag & Ballast, Chicago, Tl ; 
Imperial Manufacturing Co., Cambridge, Ohio 
Indiana Bridge Co., Inc., Muncie, Ind 
Indiana Stee] Products, Valparaiso, Ind 
Industrial Brownhoist, Bay City, Mich.! 
Industrial Chrome Co. of Pennsylvania, Pittsburgh, Pa 
oa Foods, Inc., Steubenville, Ohio, and Benwood, 

V Wa 


Industrial Foods, Inc., East St. Louis, Ill 
Industrial Forge & Steel, Canton, Ohio 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


List of companies with union-shop provisions 


Name of company and plant location District 


Industrial Luggage Co., Pittsburgh, Pa 
Industrial Silica Corp., Portage plant, Garrettsville, Ohio 
Industrial Spring Co., Chicago, I] 
Industrial Ventilation Co., Detroit, Mich 
Ing Rich Metal Products, East Palestine, Ohio 
Ingram-Richardson Manufacturing Co., Beaver Falls, Pa 
Ingram-Richardson Manufacturing Co., Frankfort, Ind 
International Conveyor & Washer Corp., Detroit, Mich 
International Edge Tool Co., Newark, N. J 7 
International Minerals & Chemical Corp., Chicago Heights, Il 
International Seal & Lock, Hastings, Mich.! ‘ 
Invincible Vacuum Clearner Manufacturing Co., Dover, Ohio 
Irving Subway Grating Co., Long Island City, N. Y. 
Irvington Smelting & Refining, Irvington ,N. J 
Irwin Foundry & Mine Car Co., Shafton, Pa 
Nick Istock, West Aliquippa, Pa 
Jaeger Machine Co., Columbus, Ohio 
Janney Cylinder Co., Philadelphia, Pa 
Jernberg Forgings Co., Chicago, Il 
Jessop Steel Co., Washington, Pa 
Do 
Jiffy Manufacturing Co., Hillside, N. J 
Johnson Steel & Wire Co., Akron, Ohio 
Johnson Pump Co., Vernon, Calif. _- 
Joliet Heating Corp. Trust, Joliet, Il 
Joliet Wrought Washer Co., Joliet, Tl 
James Jones Co., Los Angeles, Calif 
Joost Manufacturing Co., Berkeley, Calif 
Joslyn Manufacturing & Supply Co., Fort Wayne, Ind 
Judson Steel Corp., Emeryville, Calif 
Junior Toy Corp., Hammond, Ind ; 
T. Kademenos Restaurants, Yorkville, Ohio 
Kahn Bros., Brooklyn, N. Y 
Kaiser Steel Corp., Fontana, Calif. 
Do.! 
Kaiser Aluminum & Chemical Corp., Trentwood, Wash.! 
Kaiser Aluminum & Chemieal Corp., Mead and Trentwood, 
Wash.! 
Kalamazoo Tank & Silo, Kalamazoo, Mich 
Kaufmann Lunch Co., Milwaukee, Wis 
Keats-Lorenz Spring Co., Chicago, Il 
Kelley-Koett Manufacturing, Covington, Ky 
Do ns 
Kelsey-Hayes Wheel. McKeesport, Pa 
Kencroft Malleable Co., Buffalo, N. Y 
Kerlow Steel Flooring, Jersey City, N. J.) 
Kerotest Manufacturing Co., Pittsburgh, Pa 
Keystone Foundry & Machine, Lebanon, Pa 
Keystone Iron & Metal Co. (now Kimeco Metal Fabricators), 
Williamsport, Pa. 
Keystone Lamp Manufacturing, Slatington, Pa 
Keystone Pipe & Supply, Butler, Pa.! 
Kidd Drawn Steel Co., West Aliquippa, Pa 
Kiddie Seat Corp., Bronx, New York, N. Y 
King Union Co. & King Union Brass Co., Hillsgrove, R. I 
Kingston Products Corp., Kokomo, Ind.! 
Kingston Products Corp., Tipton, Ind 
Knight Iron & Metal Co., Birmingham, Ala 
Koch Butchers Supply Co., N. Kansas City, Mo 
Koehler Bros., Saginaw, Mich 
Koehler Manufacturing Co., Marlboro, Mass 
Kraft Foods Co., Toulon, Il 
Kraft Foods Co., Manlius, I] 
H. Kramer & Co., Chicago, I] 
Kranz Automotive Body Co., St. Louis, Mo 
Lacy Manufacturing Co., Los Angeles, Calif 
Lafayette Stee] Corp., Chicago, Il] 
W.A. Laidlaw Wire Co. & Pittsburgh Hanger Co., Monaca, Pa 
Lake Shore Engineering Co., Marquette, Mich 
Lakeside Bronze, Inc., Buffalo, N. Y 
Lakeview Forge Co., Erie, Pa 
Lancaster Malleables & Stec] Corp., Lancaster, N. Y.! 
Landis Machine Co., St. Louis, Mo ead 
Lansdale Structural Steel & Machine Co., Lansdale, Pa 
Lapham & Hickey Co., Chicago, Il ‘ 
Lapointe Machine Tool Co., Hudson, Mass 
Lawson Manufacturing Co., Pittsburgh, Pa 
Leahy Manufacturing Co., Los Angeles, Calif 
Lee-Norse Co., Charleroi, Pa 
Lehigh Foundries, Inc., Easton, Pa 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


List of companies with union-shop provisions—Continued 


| > 
Name of company and plant location District Jni ll 


Wm. H. Leonori & Co., New York, N. Y.! 
Letz Manufacturing Co., Crown Point, Ind 
Lewin Metals Corp., Monsanto, Il 
Lincoln Foundry Corp., Vernon, Calif 
Lodge & Shipley Co., Cincinnati, Ohio__.. wes 
Logan Manufacturing Co., Inc., North Tonaw anda, N. Y 
Los Angeles Galvanizing, Huntington, Calif. 
Los Angeles Steel Casting, Vernon, Calif 
Lovell- Dressel Co., Inc., Arlington, N. J 
Lucey Boiler & Manufacturing Co., Chattanooga, Tenn 
Ludlow-Saylor Wire Co., St. Louis, Mo.'.__..-.-_-- caitiianaaedemaiael | 
Lunkenheimer Co., Cincinnati, Ohio , 
Lyon Tool & Die W: ‘orks, Inc., Kalamazoo, Mich__ 
McAlear Manufacturing Co., Chicago, Re 
McCabe-Powers Auto Body Co. , St. Louis, Mo..- 
McConway « Torley Corn., Pittsburgh, Pa 
MeCormick Bros. Co., Albany, Ind - - 
McDowell Manufacturing C 0., Millvale, Pa 
McLaughlin Manufacturing Co.. Joliet, tl 
J. A. McMahon, Inc., Niles, Ohio 
MeNamar Boiler & Tank Co., Tulsa, Okla____- 
Mackenzie Muffler Co., Inc., "Buffalo Pressed Steel Co. aie ix 
Shilling Co. of Ohio, Youngstown, Ohio. 
Mackenzie Walton Co., Pawtucket, R. I 
Magnesium Alloy Products, Compton, Calif 
Makomb Steel Products, Macomb, Il 
Malleable Steel Range Manufacturing, South Bend, ‘Ind_. 
Malsbary Manufacturing Co., Oakland, Calif.!....._. 
Manion Steel Barrel Co., Rouseville Cooperage Co., and Man- | 
ion Plant & Varnish Co., Oil City, Pa. | 
Manley, Inc., Kansas City, Mo---- 
Mann Edge Tool Co., Lewistown, Pa 
Manzel Division of Frontier Industries, Inc., Buffalo, N. 
Marion Power Shovel Co., Marion, Ohio-_-._.__- 
Market Forge Co. and Morandi Proctor Co., E verett, Mass... ._| 
Jas. P. Marsh Corp., Skokie, Ill_.- 
Marsh Steel Corp., North Kansas City, -Mo 
Massachusetts Gear & Tool, Woburn, Mass._._......-...--- 4 
Massey-Harris Co., Batavia, N. Y 
Massillon Steel Casting Co., Massillon, Ohio. -__-_- 
Master Wire Die Corp., Glendale, Long Island, N. Y- 
Mathews Conveyor Co., Ellwood City, Pa 
George J. Mayer Co., Inc., 
W. H. Maze Co., Peru, Il 
Medart Co., St. Louis, Mo.!__. 
Meilink Steel Safe Co., Toledo, Ohio 
Mesker Bros. Iron Co., St. Louis. Mo ‘ a 
Gus and George Mesologites, owners, Wire and Rod 
Restaurant, Sparrows Point, Md. 
Metal Coatings & Manufacturing Co., Ellwood, Ind.._. 
Metal! Trims, Inc., Youngstown, Ohio 
Metalcraft Manufacturing & Sales, Kansas C ity, a 
Metals Protection Co., Pittsburgh, Pa 
Metro Smelting Co., Phil: adelphia, Pa 
Meyer Furnace Co., Peru, Ill 
Geo. J. Meyer Manufacturing Co., , Cuds shy, Wis. 
Simon Meyers & Son, Salem, Mass 
Michigan Seamless Tube Co., South Lyon, Mich.. 
Mid-West Abrasive Co., Roch ester, Pa 
Midwest Mower Corp., Hannibal, Mo. Saletan 
Midwest Metal Products Co., Muncie, Ind 
Midwest Steel Corp., Charleston, W. Va. -- pehinenabel 
Milbank Manufacturing Co., Kansas C ity, Mo.. 
Miller Machine Works, Redwood City, Calif 
Miller-Shelby Products Division, Michigan Steel Tube 
ucts Co., Shelby, Ohio.! 
Milton Steel & Supply Co., Milton, Pa.! wileetude 
Milwaukee Brass Manufacturing Co., Milwaukee, Wis 
Milwaukee Forge & Machine, Milwankee, Wis 
Mineral Wool Insulations, Fontana, Calif 
Minneapolis-Honeywell Regulator, Philadelphia, Pa.! 
Minnesota Box & Lumber Co., Tower and St. Paul, Minn 
Minster Machine Co., Minster, a le anes ant nnitgadaldse 
Modern Hanger Corp., Cleveland, Ohio. ...............-- 
Modern Heatpanel Co., Los Angeles, Calif.'_- 
Mohawk Metal Products Co., Frankfort, N. Y.! 
Mohican Steel Co., Glendale,” Long Is sland, N. Y 
Molded Resin Fiber Co., Ashtabula, Ohio Soe. 
Molybdenum Corp. of America, Washington, Pa-_- 
Molybdenum Corp. of America, York, Pa.! 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


List of companies with union-shop provi.ions—Continued 


Name of company and plant location | District Unit 


Monarch Electric & Supply, La Satle, Ill - 

Monarch Spring & Manufacturing Co., Worcester, Mass_ 

Monark Battery Co., Inc., Dayton, Ohio. : 

Monongahela Connecting R. R, Co. , Pittsburgh, Pa. 

Monroe Scrap Material Co., Monroe, Mich 

Lee C. Moore Corp., Neville Island Works, Pittsburgh, Pa 

Morrison Steel Products, Buffalo, N. Y........- 

Mossberg Pressed Steel, ‘Attleboro, Mass.!. 

Motor Castings Co., Milwaukee, Wis 

Motor Rebuilders, Inc. ., Arabi, La. “ 

National Annes sling Box Co., Washington, Pliveinas 

National Can Corp., Baltimore, Md... 

National Can Corp., Chicago, Ill... se 

ae Can Corp., Maspeth, Long Island, ue 2. 
Yo.) 

National Carton Co. , Joliet, Tl. 

National Erie Corp., 'E rie, P os 

National Gypsum Co., Dover, N. od 

National Gypsum Co., Niles, ‘Ohio 

National Lead Co., Cincinnati, Ohio 

National Lead Co., Granite City, Ill 

National Lead Co., Milwaukee, Wis 

National Plainfield Corp., Plainfield, Conn. 

National Plumbing Fixtures, Ellwood City, Pa 

National Radiator Co.; Johnstown, Pa- 

National Radiator Co., Middletown, P: 

National Radiator Co., New Castle, Pa 

National Stee] C onstruction, Logansport, Ind. 

Neapco Products, Inc., Pottstown, Pa 

John J. Nesbitt, Inc., Holm esburg, Pe 

Nesco, Inc., Granite City, 1 - 

New Park Mining Co., P ark City, Utah 

New York Car Wheel Co., Buffs alo, i ee 

Newark Wire Cloth Co., Newark, wave — 

Newart Manufacturing C o., C leveland, Ohio ¢ 

Newman-Crosby Steel Co., Pawtucket, R. [.! 

Newport Steel Corp., Newport and Wilder, Ky 

Niagara Platers, Inc., North Tonawanda, N. Y.! 

Nicholson File Co., Anderson, Ind.! 

Nicholson File Co., Providence, R. I 

Niedringhaus Metal Products, St. Louis, Mo.! 

Nikoh Tube Co., Chicago, Ml 

Niles Machine & Welding Co., Niles, Ohio 

Nordberg Manufacturing Co., Milwaukee, Wis _- 

North Lebanon Foundry Co., Lebanon, Pa.! § : 

North Lily Mining Co., Salt Lake City, Utah_._-__- je 

Northern Malleable Iron, St. Paul, Minn_- 

Northwest Metal Products, Kent, Wash a 

Northwest Steel Rolling Mills, Seattle, Wash 

Northwestern Steel & Wire, Sterling, Ill. 

B. W. Norton Manufacturing Co., Oakland, Calif 

Oakes Foundry Co., Warren, Ohio 

O’Brien Steel Construction, Washington, Pa 

Ogden Iron Works Co., Ogden, Utah ! 

Ohio Corrugating Co., Warren, Ohio , 

Ohio Foundry & Manufacturing Co., Steubenville, Ohio 

Ohio Galvanizing & Manufacturing Co., Niles, Ohio 

Ohio River Steel Corp., Toronto, Ohio 

Ohio Scrap Iron & Metal, Warren, Ohio_- 

Ohio Valley Tool & Die Co., Steubenville, Ohio. 

Oiljack Manufacturing Co., Inc., Montclair, N. J 

Samuel Olson Manufacturing Co., Inc., Chicago, Il 

Ontario Manufacturing Co., Muncie, Ind 

Oregon Steel Mills, Portland, Oreg 

Ostberg Seed Co., Chicago, Il 

Otten Manufacturing Co., Chicago, Il 

Overhead Conveyor Co., Detroit, Mich 

Overly Manufacturing Co., Greensburg, Pa 

Ozokerite Mining Co., Soldier Summit, Utah 

Pacific States Steel Corp., Niles, Calif 

Packard Manufacturing Co., Indianapolis, Ind 

Page Engineering Co., MeCook, Il 

Palley Manufacturing Co., Pittsburgh, Pa 

Palmer-Bee Co., Plant No. 1, Hamtramck, Mich 

Palmer-Bee Co., Hamtramck, Mich 

Palmer-Bee Co., Hamtramek, Mich 

Palmer Welloct Tool Corp., Meadville, Pa 

Parkersburg Steel Co., Parkersburg, W. Va.! 

Parish Pressed Stee] Co., Reading Pa.! 

Park Utah Consolidated Mining Co., Keetley, Utah 


1 Modified union shop. 
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18 
40 

300 
16 

200 

254 
90 
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70 
48 

569 

150 

400 
40 
32 

570 

150 

240 
47 
65 
67 

650 

338 

580 

160 

585 

100 

150 

278 

700 
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160 
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List of companies with union-shop provisions—Continued 


Tame of ‘ ‘ . nti beta Tn} Plant 
Name of company and plant location District Unit employees 


Parrish-Alford Fence & Machine Co., Rock Falls, Il ; 35 M 1643 
Patch-Wegner Co., Inec., Rutland, Vt.! cM 100 
Pawtucket Manufacturing Co., Pawtucket, R. I : M 150 
Peerless Precision Products, Pawtucket, R. I ; 7M 
Peerless Steel Equipment Co., Philadelphia, Pa M 
Penberthy Injector Co., Detroit, Mich . ‘ : 9 M 
Penn Hardware Co., Reading, Pa M 
Penn Metal Fabricating, Wilkes-Barre, Pa ¢ M 
Penn Scott Foundry, Inc., Scottdale, Pa rM 
Penn Steel Castings Co., Chester, Pa M 
Pennsylvania Range Boiler Co., Philadelphia, Pa ’ M 
Pennsylvania Transformer Co., Canonsburg, Pa 3 MoM 
Perfection Gear Co., Harvey, Il 4 3 M 
Pfaudler Company, Rochester, Pa M 
Philadelphia Pipe Bending, Philadelphia, Pa ; " M 
Phillips Mine & Mill Supply, Pittsburgh, Pa ; "a M 
Phoenix Manufacturing Co., Joliet, Ml.!_....._._- ; ; 3 cM 
Phoenix Steel Corp., Eau Claire, Wis.) 32 cM 
Pilgrim Drawn Steel Division of Automotive Materials, Plym- 
outh, Mich ; : : | M } 
Pittsburgh Coal Washer Co., Ambridge, Pa ; .M oct 42 
Pittsburgh Des Moines Co., Neville Island, Pa___.-- } : M ona 300 
Pittsburgh Steel Foundry; | 
Glassport, Pa ‘ ! cM ‘nen 1, 100 
Fort Pitt Steel Castings, McKeesport, Pa . : t 2 M Jan 600 
Pittsburgh Engine & Machine, Glassport, Pa 5 rM si 200 
Pittsburgh Table Co., West Pittsburgh, Pa _ ' 9 cM ‘ 
Pittsburgh Tag Co. & Pittsburgh Cut Wire Co., Pittsburgh, 
Pa. ok ‘ " r M.. 
Pittsburgh Tube Co., Monaca, Pa : ‘ cM 
Pittsburgh Water Heater, Pittsburgh, Pa__- pee } | M 
William E. Plechaty Trucking, Cleveland, Ohio 
Point Spring Co., Pittsburgh, Pa 
Pollak Engineering & Manufacturing, Newark, N. J 
Pollak Steel Co., Marion, Ohio 
Porcelain Metal Products Co. of Pittsburgh, Carnegie, Pa 
Pittsburgh Forgings Co., Coraopolis, Pa 
Pittsburgh Pipe & Coupling Co., Allison Park, Pa 
William Powell Co., Cincinnati, Ohio 
Powell Pressed Steel Co., Hubbard, Ohio. --. 
Pratt Industries, Inc., Frankfort, N. Y.! 
Precision Machine Co., Milwaukee, Wis.! 
Price Battery Corp., Hamburg, Pa.! 
Prier Brass Manufacturing Co., Kansas City, Mo 
Prizer-Painter Stove Works, Reading, Pa 
Production Steel Co. & Production Steel Coil Co., Detroit, | 
Mich. 
Progressive Machine Works, Reading, Pa 
Progressive Stamping & Pulley, Inc., Salem, Ohio 
Fred B. Prophet Co., Youngstown, Ohio 
Protective Covers, Inc., New Kensington, Pa 
Queen City Foundry & Machine Co., Buffalo, N. Y__. 
Queen Stove Works, Inc., Albert Lea Foundry & Almco divi- | 
sion, Albert Lea, Minn. 
Quincey Mining Co., Hancock, Mich 
Railway Maintenance Corp., Pittsburgh, Pa 
Raleign & Sons Steel Products, Salt Lake City, Utah 
Ralston Steel Car Co., Columbus, Ohio : 
Raven Mine Co., Roosevelt, Utah (Myton) 
Raymond Concrete Pile Co., Youngstown, Ohio <, ? 
Reading Car Wheel Co., Reading, Pa | & } 
Reading Crane & Hoist, Reading, Pa ‘ & ! 
Realty & Industrial Corp., Bethlehem and Allentown, Pa & ; 
Reliance Steel Products, McKeesport, Pa_- . ; P&M ; 
Do ne ; | Draftsman -- 
Reeves Steel & Manufacturing, Dover, Ohio iat : P& M.. 
Rex Cutlery Corp. & Master Surgical Instrument, Irvington, 2); P&M.. 
N. J. | 
Reynolds Metals Co., Hurricane Creek, Bauxite, Ark., Jones | j P&M 
Mill, Malvern, Ark. 
Reynolds Metal Co., LaGrange, Tll.!__........-.--- piomard 31; P&M 
Reynolds Metals Co., McCook, Ill ie i Oa ij} P&M 
Reynolds Metals Co., Phoenix, Ariz Ce tthokcehbhbica’ P&M 
Reynolds Metals Co., Troutdale, Oreg aa sedis aot ‘ P&M 
Reynolds Mining Corp., Bauxite, Ark___- : sbnate 37; P&M 
Rheem Manufacturing Co., South Gate, Calif.._..._____- ane 33 i PR 
Rheem Manufacturing Co., Downey, Calif : a : P&M.... 
Rheem Manufacturing Co., Houston, Tex... .-_-- cabana Porters and Caf- | 
eteria Work- | 
} ers. | 


1 Modified union shop. 
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List of companies with union-shop provisions—Continued 


Name of company and plant location District 


Rhode Island Tool, Providence, R. I 
Richmond Radiator Co., Monaca, Pa 
Roberts Gordon Appliance, Buffalo, N. Y 
Robertshaw- Fulton Controls, St. Louis, Mo. 
H. H. Robertson Co., Ambridge, Pa 
W. H. Robinson Co., Worcester, Mass 
Rochester Can Co., Rochester, N. Y 
Rochester Smelting & Refining Co., Rochester, N. Y 
Roehlk Spring & Body, St. Louis, Mo 
Roessing Bronze Co., Allison Park, Pa 
Rogers Galvanizing Co., Kansas City, Mo 
Roll Formed Products Co., Youngstown, Ohio 
Rotary Electric Steel, Detroit, Mich 
Royal Metal Manufacturing Co., Michigan City, Ind 
Sam Rubenstein, Fontana, Calif 
Rudiger-Lang Co., Berkeley, Calif 
Russakov Can Co., Chicago, Tl 
Russell, Burdsall, and Ward Bolt & N 
F.C, Russell Co., Columbiana, Ohio 
F. C. Russell Co., Conneaut, Ohio 
Rybolt Heater Co., Ashland, Ohio 
Sacks-Barlow Foundries, Ine., Newark, N 
) } , St. Louis, Mo 

. Louis “asting Co., St. Louis, Mo 
Samson Metals, Inc., Kokomo, Ind 
Sandoval Zine Co., Sandoval, I! 
San-Equip, Inc., Chicago, Il 
Sanitary Reeeiver Co. Ine., Dunkirk, N. Y 
Sanitary Refrigerator Co., Fond du Lac, Wis 
Sarco Manufacturing Corp., Bethlehem, Pa 
Schaible Co., Cincinnati, Ohio 
Schulueter Manufacturing Co., 
Sehnefel Bros. Corp., Newark, N. J 
Schneider Metal Manufacturing, C 
Sehnell Tool & Die Corp., Salem, ) 
W. J. Schoenberger Co., Cleveland, Ohio 
Serew Conveyor Corp., Hammond, Ind 
Scott Testers, Inc., Providence, R. I 
Sealol Corp., Providence, R. I 
Security Manufacturing Co., Kansas City, Mo 
Semi Steel Casting Co., St. Louis, Mo 
Semler Co., Jeannette, Pa 
Service Conveyor Co., Detroit, Mich 
E. B. Sewall Manufacturing Co., St. Paul, Minn 
Shampaine Co., St, Louis, Mo 

etroit Tube & Steel Division of Sharon Steel Corp., Dearborn, 

Mich, 
Sharpe & Flynn, Inc., Philadelphia, Pa 
Shaw-Perkins Manufacturing Co., West Pittsburgh, P 
Shenango Pottery Co., New Castle, Pa 
Shepherd Manufacturing Co., Inc., Muncie, Ind 
Shippers’ Car Line Corp., East St. Louis, Il 
Shippers’ Car Line Corp., Milton, Pa 
Shunk Manufacturing Co., Bueyrus, Ohio 
Shwayder Bros., Inc., Pittsburgh, Ps 
Henry Siebert & Sons, Inc., Rochester, N. Y 
Signal ‘‘T Youngstown, Ohio 
Silver King Coalition Mines, Park, Utah 
Simonds Gear & Manufacturing Co., Pittsburgh, Pa 
Simoniz Co., Chicago, Il 
Samuel J. Wagner d/b/as Sinking Spring Foundry Co., 
Spring, Pa. 

lr. Slocomb Co., Providence, R. I 
Small Steel Castings, Inc., Buffalo, N. Y 
John E. Smith’s Sons Co., Buffalo, N. Y.! 
Smithy’s Muffler Manufacturing Co., Los Angek 
Snyder Electric Co., Pittsburgh, Pa.! 
Solar Steel Corp., Chicago, Tl 
Solar Steel Co., Detroit, Mich. 
Selar Steel Corp., River Rouge, Mich 
Ssonken-Galamba Corp., Kansas City, Mo 
South Chester Tube Co., Chester, Pa.!_.- 
Southwest Steel Rolling, Los Angeles, Calif. 
Southwest Truck Body Co., St. Louis, Mo. 
Spear & Sons, Inc., Ishpeming and Marquette, Mich. 
Specialty Manufacturing Co., St. Paul, Minn--.. 
Spring Perch Co., Inc., Lackawanna, N. Y 
Springfield Foundry Co., Indian Orchard, Mass 
Springfield Metallic Casket, Springfield, Ohio 
Stainless Products Corp., Portersville, Pa 
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List of companies with union-shop provisions—Continued 











Name of company and plant location District Unit Plant 
i employes s 
i 

Standard Lime & Stone Co., McCook, Il__- 31 P&M 39 
Reid Products Division of St: indard Products Co. , Cleveland, 2 P&M 5K 

Ohio. | | 
Standard Products Co., Long Beach, Calif 38 | P&M | f 
Standard Railway Equipment Manufacturing., Hammond, Ind 31}; P&M | 30K 
Standard Railway E quipment M:¢ anufacturing, New Kensing- 19; P&M " 

ton, Pa. 
Standard Steel Spring Co., Gary, Ind_._..............-....---- 31}; P&M 30M 
Standard Steel Spring, Logansport, Ind oes ‘Aa me 30; P&M 31 
Standard Steel Spring, Los Angeles, Calif____- 38 | P&M 17 
Stanley Works, American Tube & Stamping, Bridgeport, Conn. 1};P&M on 
Star Tubular Products Co., Chicago, Il Gukalia 31; P&M | 5 
Stearns Magnetic Manufacturing Co., Milw: wukee, Wis ; 32; P&M } oF 
Steel Manufacturing & Warehouse Co., Kansas City, Mo_._- 4;P&M 
Steel Products Corp., Detroit, Mich __.__..-- . j 29; P&M 8 
Sterling Bolt Co., Chicago, Il___._.__..___... piiccnsbint sedis 31; P&M 14 
Sterling Steel Casting, East St. Louis, M]_.........__- stl 341P&M 234 
Stokely Foods, Inc., Indianapolis, Ind ee cis 30; P&M aR 
Stokely Foods, Inc. (warehouse), Indians Apolis, Ind 4 30; P&M 12 
Stor-All Corp., Inglewood, Calif See ah cheah acntanatRiglciane 38 | P&M eA 7 
T. H. Stough Co., Jeannette, Pa , 19|' P&M , ™ 
Herman Strauss Iron & Serap, Whee ling, DU Nac senptatlqabes 3i1Pé M..... g 2 
Strong Steel Foundry Co., Buffalo, N. Y.!..................--.- | OP Ee ciceeccces 128 
Structural Steel & Forge, Salt Lake i aa: eres 110 
Struthers Iron & Steel (now Pittsburgh Coke & Chemical), | SB i Pa R........ 22 

Struthers, Ohio.! | 
Struthers-Wells Corp., Struthers, Ohio. ................--.-- 21; P&M Rix 
Sun Steel Co., Chicago, Il ee aa ; 31|; P&M { 
Sunmaster Corp., Peru, Ill : ‘ itanigeetiaralien 32! P&M... 2 
Superior Machine Tool Co., Kokomo, Ind.!__- ; j 30; P&M 1X 
Superior Sheet Steel Division of Louis Berkman Co., Louisville, 277; P&M il 

Ohio. 
Superior Steel Corp., Carnegie, Pa be saemnaial 16) P&M | 1, 2 
Superior Zine Corp., Bristol, Pa io a coure 7|} P&M fi 
Sutton, Steele & Steele, Dallas, Tex ; oa i 37| P&M 24 
Sweet's Steel Co., Williamsport, Pa____- . 11| P&M 2h 
Sylvania Electric Products, Latrobe, Pa__--_-- ; ; 19; P&M x 
Sylvania Electric Products, Seneca Falls, N. Y.! 3); P&M 73 
Symington-Gould Corp., Depew, N. Y- . 4|;P&M.. | 49 
Tara Manufacturing Co. & Ideal Sand Blasting Co., Chicago, | 31} P& M.. ay 

i. 
Taylor Forge & Pipe Works, Cicero, Ill aaa d 31' P&M 7 
Taylor Forge & Pipe Works, Fontana, Calif ition pital 38; P&M ) 
Taylor-Wharton Iron & Steel, Birmingham, Ala! 36) P&M... aoe { 
Tay lor- Wharton Iron & Steel, High Bridge, N. J., and Easton, SRP adc soci j 6S 

Pa. | | 
Taylor-Wharton Iron & Steel, High Bridge, N. J.! 9); O0&C f 
Taylor-Wilson Manufacturing Co., McKees Rocks, Pa 16) P& M..--. 74 
Thermo King Service Co., Minneapolis, Minn.!_- -- é SS 2: Oe. 7 
Thompson Wire Co., Mattapan, Mass_-__- 5 Der anne eens | " 
Toledo Scale Co., Rochester, N. Y Saas ; ‘ Ot. Pie kc ceceks f 
Townsend Co., New Brighton, Pa : : _— 20; P&M... b san 
Tracy Manufacturing Co., Pittsburgh, Pa.! . 17| P& M.. wa if 
Traylor Engineering & Manufacturing Co., Allentown, Pa aa 9; P&M... in 1 
Trenton Brass & Machine, Trenton, N. J_.----- ehesiakceaiapeenainiges 0) PE esa nde 
Tri-Lok Co., Pittsburgh, Pa ak 7 1? Pp Pa mM.... 
Trimedge, Inc., Youngstown, Ohio! : ; | 26 | P&M aN 
Trion, Inc., McKees Rocks, Pa ; aiecaa 0G: F Pe. so ks | ‘ 
Triplex C orp. of America, Pueblo, Colo._..------.------------- $8: P Of... .....-c] 13 
Triplex Screw Co., Cleveland, Ohio! __- : Stina Retadieid 3 i POM ...s.--< | 27 
Tri-State Engineering Co., Washington, Pa_. baa 13 |} P&@M...... RS 
Troop Water Heater Co., Pittsburgh, Pa.'__-_. ‘ Oe TE cieemien | 
Truxell Foundry Co., Jeannette, Pa scoeaaleh athe 19; P& M.. | x 
Tube Reducing Corp., Wallington, N.J___------_-- 2|;P&M.. 4 
Union Asbestos & Rubber, Blue Island, Tl_- nei 31|' P&M | 
Union Boiler & Manufacturing Co., Lebanon, Pa_.....--.---- | 11}; P&M.. | 
Union Electric Steel Corp., Carnegie, Pa... didnt ; | 16) P&M 28 
Union Machinery Co., Joliet, Ill. er 31) P& M.. 
Union Smelting & Refining Works, Providence, R. I . LP MM... | 
Union Spring & Manufacturing Co., New Kensington, | Pein 19; P& M_.. | 45 
Union Steel Co., Los Angeles, C alif! te saat 38 | P&M. | 185 
United Smelting & Aluminum, New H: aven, Conn. ‘ i... Se 115 
United States Hoffman Machinery, Syracuse, N. z.. 3; P&M.. | 45 
United States Radiator, Bristol, Pa . : 7|;P&M.. Sat 144 
United States Radiator, Detroit, Mich___- ‘ seta anczdean 2; P&M.. 2h 
United States Radiator, Dunkirk, N. Y..-- Feat baie ee 41 P & M......-..- XM 
United States Radiator, Oswego, N. Y__....--- SET Ss 3; P&M. . 2 
United States Radiator, West Newton, Pa G | 13'| P’é& BM... 
U.S. Thermo Control, Minneapolis, Minn.!___.._..____....--. 33}; P&M... ts Lit 
United Steel Barrel Corp. of Delaware, Wilmington, ‘Del___- 7' P&M ' 8 


1 Medified union shop. 
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List of companies with union-shop provisions— 


Name of company and plant location | District 


Jnited Steel Container Corp. of Delaware, Wilmington, Del 
Jnited Steel Products, Auburn, Mass.! 
Jniversal-C yclops Steel, pera xe “—_— 
Iniversal-Cyclops Steel, Titusville, 
Iniversal Milking Machine Division, “Albert Lea, Minn 
Utah Ore Sampling C o., Murray, Utah_- 
Utica Cutlery Co., Utie a, N.. ¥ 
Valley Welding & Boiler, Bay C ity, Mich.! 
Vesuvius Crucible Co., Swissvale, Pa 
Viking Refrigerators, Kansas City, Mo... 
Vulcan Copper & Supply, Cincinnati, Ohio 
Vulcan Crucible Steel, West Aliquippa, Pa 
Vulean Detinning Co., Pittsburgh, Pa.! 
Vulcan Iron, Works, Wilkes-B: arre, Pa.! bua 
Vulcan Rail & Construction, Wheeling, W. Va_. 
P. Wall Manufacturing Co., Grove City, Pa.!____. 
Walters Manufacturing Co., Oakmont, Pa 
Warner Co., Devault, Pa 
Warner Electric Brake & Clutch Co., South Beloit, Il 
Warren Scrap Iron & Metal, Warren, Ohio. - 
Warren Tool Corp., Warren, Ohio 
Warsaw Elevator Co., Warsaw, N. Y 
Washington-Fillmore Foundry, Buffalo, N. Y 
Waylite Corp., East Chicago, Ind., and South Chie ago, * BA 
Weather-Wise Storm Window, Allis ance, Ohio! a 
B. I. Weller Co., East Chicago, Ind.! 
Wendt-Sonis Co., Hannibal, Mo 
West & Dodge Thre: id Gauge, Boston, Mass.!_ ies 
West Penn Manufacturing & Supply, Br: ackenridge, “Pa_- 
West Virginia Steel & Manufacturing, Huntington, W. Va.! 
Western Battery & Supply, Denver, Colo. _- 
Western Die Casting Co., Emeryville, Calif. _- 
Western Galvanizing Co., Los Angeles, Calif.! 
Western Products, Inc., New Castle, Ind ae 
Westmoreland Metal Manufacturing, Phils a, i,  Pa_.. 
Wetmore Reamer Co., Milwaukee, Wis : 
Wheeler Service, Inc., "Cs ambridge, Mass 
Wheeling Bronze Casting, Wheeling, W. Va 
Whitaker Metal Products, ig aker, Pa 
White Manufacturing Co., Paul, Minn.!__- 
White Star Laundry & Dry c les aning Co., Ps arkersburg, W.Va 
Whitehead & Kales Co., River Rouge, Mich 
Wickes Boiler Co., Saginaw, Mich 
Wickwire Brothers, Inc., Cortland, N. Y- 
Wilder Manufacturing Co., Niles, Ohio 
Wildman Manufacturing Co., Norristown, Pa.! oa 
Wilkes-Barre Iron M: anufacturing Co., Wilkes-Barre, Pa.!____. 
Wilkoff Company, Youngstown, Ohio ! 
J. H. Williams & Co., Buffalo, N. Y.!_-. iaina 
Walter C. Williams Go., Wilkes-Barre, Pa _____- ; 
Andrew Wilson Co., Law rence, Mass.!_ _ - 
Winco Distributing ‘& Manufacturing, St. Louis, Mo. 
Winslow Engineering Co., Emeryville, Calif 
Samuel L. Winternitz & Co., Indianapolis, Ind__- 
Wolverine Supply & Manufacturing, Pittsburgh, Pa.'- 
Woodings-Verona Tool Works, Verona and Oakmont, Pa 
Worcester Gear Works, Worcester, Mass 
Worley & Co., Pico, Calif__ weeteek 
Worthington Pump «& Machinery, Buffalo, BR cu 
Worthington Pump & Machinery, Newark, N. J.!___- 
Wrentham Steel Products, Wrentham, Mass- - 
Wyckoff Steel Co., Ambridge, Pa____--- 
York Mirror & Glass Co., York, Pa_- Wi abd acd cathe cnn 
Youngstown Steel Car Corp. . Niles, oS 
Youngstown Terminal Building Co., Youngstown, Ohio 
J. A. Zurn Manufacturing Co., Erie, F Paco. 
J. A. Zurn Manufacturing Co., Plumbing Drainage Systems, | 
Incorporated Subsidiary, Erie, Pa. 
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(Reference to the following will be found on p. 2164.) 


UNITED STATES OF AMERICA, WAGE STABILIZATION BOARD 
Case No. D-18-C 
In the Matter of Basic Steel Industry and United Steelworkers of America (CIO) 
LETTER OF TRANSMITTAL 


Marcu 20, 1952. 
The PRESIDENT, 
The White House, Washington, D.C. 

DEAR Mr. PrestmeNntT: On December 22, 1951, in accordance with the terms of 
Executive Order 10233, you referred to the Wage Stabilization Board the disputes 
between the United Steelworkers of America, CIO, and various companies in the 
steel industry. The list of companies was supplemented on December, 24, 1951, 
and included steel producing, fabricating and iron ore companies. 

In accordance with your request, I submit herewith the report of the Board with 
respect to the steel producing companies, together with its recommendations to 
the parties as to fair and equitable terms of settlement. 

The Board takes this occasion to thank the members of the tripartite Special 
Steel Panel consisting of Dr. Harry Shulman, Chairman and Public Member; 
Ralph Seward, Esq., Public Member; John C. Bane, Jr., Esq., and Admiral Earle 
W. Mills, Industry Members; and Mr. Arnold Campo and Mr. Eli Oliver, Labor 
Members, for their invaluable advice and assistance in this important case, from 
beginning to end. The Board also expresses its appreciation for the efficient 
services of the special panel assistants: Mr. John T. Dargin, Administrative 
Assistant; Mr. Joseph P. Goldberg, Economic Assistant; and Herman Sternstein, 
Esq., Legal Assistant. 

Respectfully submitted. 

NATHAN P, FEINSINGER, Chairman. 


REPORT AND RECOMMENDATIONS AND OPINIONS OF PUBLIC MEMBERS 
INTRODUCTION 


On December 22, 1951, the President of the United States referred the disputes 
between the United Steelworkers of America, CIO, and various steel and iron or¢ 
companies to the Wage Stabilization Board. The Board immediately requested 
the parties to maintain normal work and production schedules. (Copies of thy 
telegrams exchanged between the Board and the parties are included in an 
Appendix I.) 

The parties appeared before the Board at an initial hearing on January 7 
A special tripartite panel appointed by the Board held further hearings in Wash- 
ington, D. C., on January 10, 11, and 12, and in New York City on February 
i, 4, 5, 6, 7, 8, 9, 18, 14, 15, and 16,1952. The parties were afforded opportunity to 
present evidence and arguments on all of the issues in dispute. Evidence and 
arguments on behalf of a large number of companies were presented in consoli 
dated statements through a coordinating committee (see Appendix II). A list 
of the parties who participated in the proceedings is attached in Appendix III. 

In accordance with instructions from the Board the Panel prepared a report 
dated March 13, 1952, outlining the issues in dispute (except the issues as to the 
Union’s request for a union shop and a guaranteed annual wage) and sum 
marizing the positions of the parties. This outline report was submitted to the 
parties for comment. In view of the comprehensive nature of the panel’s report, 
the Board is not here undertaking to reiterate in detail the positions and argu 
ments of the parties. 

On March 15, 1952, the Board again requested the parties to continue work 
and production for a period to permit consideration of these recommendations 
and for negotiation. Copies of the telegrams exchanged between the Board and 
the parties are included in Aypendix IV. 


THE ISSUES 


The issues in these disputes are numerous and complex. Provisions of th 
recently expired contracts with the various steel companies differ, in some cases 
substantially. The Union’s requests were originally set forth in 22 demands 
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which applied generally to all of the steel companies in this proceeding. Be- 
cause of the variations in the contracts the Union’s demands had different effects. 
The Union submitted in evidence the language changes which would be re- 
quired in its basic agreement with U. S. Steel to give effect to all of its demands. 
Some of the other companies submitted similar documents indicating the changes 
which would be required in their contracts if all the Union’s demands were to be 
given effect. During the course of the hearing, it was suggested that 22 demands 
of the Union probably included more than 100 issues. 

Neither the panel report nor this report deals with six issues which the par- 
ties believe may be settled among themselves. These isses are: purpose and 
intent of the parties, adjustment of grievances, arbitration, suspension and dis- 
charge cases, safety and health, and military service. 


WAGE INCREASE 


The Union’s request is for a general wage increase averaging eighteen and one- 
half (18%) cents per hour. Of this amount, three and one-half (314) cents 
would represent an increase of one-half (44) cent in the present five (5) cent in- 
crement between job classes. The result would be that employees in Class 1 
would receive fifteen (15) cents; those in Class 2, fifteen and one-half (15%) 
cents ; those in Class 3, sixteen (16) cents ; and so on to thirty and one-half (30%) 
cents in the top class 32. The increment increase is requested in order to avoid 
compression in the wage structure that would result from the addition of a uni- 
form cents per hour to the standard hourly rates. 

The companies oppose any wage increase and suggest that the best solution 
is no wage increase and no price increase. Established wage stabilization policy 
permits increase in wages to keep pace with increased costs of living; such in- 
creases, conforming to the general provisions of the Board’s regulations, may 
be instituted without prior Board approval. Increases for other reasons, in- 
cluding interplant comparisons and intraplant realignments, may be approved, 
on petition to the Board, under established policies and regulations. Millions 
of American workers have received and are receiving such increases. The 
steelworkers can hardly be required to accept a status of inferiority. 

The Union points out that the rise in the cost of living between October 15, 
1950 (the date of the last available BLS Consumers’ Price Index at the time 
of the steelworkers’ most recent wage increase) and January 15, 1952, is 8.8 
percent. Applied to the current average straight-time hourly earnings of $1.81, 
this is equivalent to sixteen (16) cents. The Union contends that under Sec- 
tion 5 of the General Wage Regulation 8, a base date of cost-of-living changes 
prior to January 15, 1951, is appropriate on the ground that there were no 
freely negotiated increases subsequent to the April 1947 adjustment. The 
companies dispute this contention. The recommended wage adjustment, averaged 
cver the year 1952, is less than equivalent to the cost-of-living change between 
October 15, 1950, and December 15, 1951. 

While not requesting an annual improvement factor adjustment, the Union 
argues that the rise in man-hour productivity in steel production is further 
justification for the general increase requested. The parties differ in their 
estimates as to the rate of productivity growth but agree that it has been sub- 
stantial. The Board has considered the Union’s claim based on productivity 
in arriving at the amount of the recommended wage increase. 

The parties have supplied a great deal of material comparing wage rates 
and wage increases in the steel industry with those in other industries. Wage 
rate comparisons between industries are inevitably contentious because they 
involve judgments as to significance; there is no prescribed standard for 
evaluating the similarities and differences which can always be found. Com- 
parison of wage increases in recent years indicates that while some workers have 
not fared as well as the steelworkers, many others have received adjustments 
in excess of those enjoyed by the steelworkers, including the increase recom- 
mended below. 

Under the circumstances of this case, and taking into account all the equities 
urged by both sides, the Board recommends that the parties make the followimg 
wage-rate adjustment: (1) a general wage rate increase totaling twelve and 
one-half (12%) cents per hour, effective as of the expiration of the contract, or 
the appropriate reopening date for the particular company; (2) an additional 
wage-rate adjustment of two and one-half (2%) cents per hour, effective six 
months after the effective date of the above adjustment; and (3) an additional 
wage-rate adjustment of two and one-half (21%4) cents per hour, effective six 
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months after the effective date of the above two and one-half (24) cent ad- 
justment. 

it is further recommended that the above adjustment be the only general 
wage-rate adjustment allowed for a period of 18 months commencing as of the 
expiration of the contract or the appropriate reopening date for the particular 
company. It is further recommended that the question of whether to use any 
part of these general-wage rate increases for additions to the increment between 
job classes be left to the parties for a decision. 

Equitable distribution of the wage increase is a matter for negotiation; it 
should not increase the amount determined to be appropriate under stabilization 
policy. It may well be that in accordance with past practice, the parties will 
Wish to use a portion of this total wage increase for increment adjustments be 
tween job classes. The wage recommendation leaves to the parties the decision 
whether to use any part of the amount recommended for that purpose. 

This wage recommendation covers a period of 18 months. It is desirable, 
therefore, that the length of the contracts be co-extensive. Accordingly, the 
Board recommends that, in the absence of a contrary agreement between the 
parties as to duration, the term of these contracts be for 18 months. 


GEOGRAPHICAL DIFFERENTIALS 


The Union’s request for elimination of all differentials between plants and 
companies can neither be considered nor granted in the omnibus fashion in which 
it is presented. Existing differentials are not all geographical; they are of a 
variety of kinds and are negotiated to meet a variety of conditions. The inci 
dence of their elimination would vary widely between the companies, imposing 
little or no burden on some and very heavy burden on others. 

The strictly geographical differential between plants of the same company 
or divisions of a company is a separate and more specific matter. The leading 
differential involved in the dispute is the ten (10) cent differential which now 
exists for southern subidiaries of U. S. Steel and Republic Steel. This differen- 
tial was decreased from seventeen and one-half (17144) cents as the result of 1947- 
1950 negotiations. There is reason to believe that further narrowing by negotia- 
tion could have been expected at this time. We recommend that the ten (10) 
cents per hour geographical differential now existing in the southern plants of 
certain companies or divisions be reduced by five (5) cents per hour, in accord- 
ance with their prior experience. The cost averaged over the amployees in 
basic steel operations is a small fraction of a cent. With respect to the other 
differentials involved in the Union’s demand, the Board recommends that the 
parties settle the matter in further negotiations. 


SHIFT DIFFERENTIALS ; HOLIDAY PAY ; VACATIONS 


Most of the contracts in the companies involved in this case provide shift 
differentials of four (4) cents for the afternoon and six (6) cents for the night 
shift. These shift differentials were established pursuant to a directive order 
of the War Labor Board in 1944, and have remained unchanged since then. 
Meanwhile wage levels in the steel industry have risen more than 50 percent and 
other industries, including those with continuous operations, have subsantially 
higher shift premiums. We recommend that the differentials be increased to 
six (6) cents for the afternoon shift, and nine (9) cents for the night shift, 
effective as of the first payroll period following the issuance of these recommenda- 
tions or as otherwise agreed upon among the parties. 

The contracts in the basic steel industry provide payment of time and one-half 
for work on six named holidays; no pay is provided for holidays net worked. 
Holidays with pay have become a prevalent practice in American industry. We 
recommend that two times the applicable hourly rate for average hourly earnings 
be paid for six named holidays worked, and that eight hours pay on the same 
basis be given for the same holidays not worked, effective as of the first payroll 
period following the issuance cf these recommendations. The parties should 
incorporate eligibility rules, of which there are many examples in other indus- 
tries, which would deter unwarranted extension of holidays. The companies 
should avoid, so far as practicable, the scheduling of work on these holidays. 

With respect to vacations, we recommend that the requirement of 25 years for 
three weeks’ vacation with pay be reduced to 15 years and that the Union's 
other demands for increase in vacation benefits (as distinguished from pro 
visions with respect to application) be withdrawn. The issues with respect to 
application should be negotiated. 
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These three recommendations provide substantial improvement for the steel- 
workers. Yet none of them puts the steelworkers out of line with practices 
prevailing in many areas of the economy. While it is true that some workers 
do not enjoy benefits of this size, it is undeniable that these or more favorable 
benefits prevail in the metal industries, automobile, electric, and others, and that 
they prevail in many of the areas in which the companies operate. Since we 
believe that the recommended changes only eliminate an existing inequity to the 
steelworkers and bring them closer in line with other industrial employees with 
whom they are properly compared, the recommendations are justifiable under 
General Wage Regulation 13. 


SATURDAY AND SUNDAY PREMIUM PAY 


The recently expired contracts provided for time and one-half for hours worked 
in excess of eight in a work day, 40 in a payroll week, and work on 6th and 7th 
days, under certain circumstances. No provision was made for premium pay for 
Saturday and Sunday work as such. The Union demands payment of time and 
one-half for work on Saturday as such and double time for work on Sunday as 
such. 

The difference in this respect between the steel industry and other industries 
is not fortuitous; rather it results from the different nature of steel operations, 
many of which require continuous operation seven days a week. While there is 
controversy as to what portion of basic steel operations are of this character, 
it is plain that the portion is substantial. To the extent that premium pay is 
designed to deter work on Saturday or Sunday, it is clear that this purpose cannot 
be advanced with respect to much of the basic steel operation. 

The Union’s full request, if applied to existing schedules in the industry, 
would add a substantial cost, much of which could not be avoided by rescheduling. 
Such an addition at the present time, with the dangers to production which the 
demand involves, cannot be justified. 

Yet there is great merit in the contention that employees required to work 
on Sundays be paid some premium above the rate received on week days. The 
situation may be likened to undersirable shifts for which premium is paid. The 
companies here involved recognized a similar situation when they agreed some 
years ago to pay time and one-half for work on specified holidays. And the 
practice of granting additional compensation for work on Sundays has gained 
widespread and growing acceptance in industry. The Board recommends that 
effective January 1, 19535, time and one-quarter be paid for all hours of work 
performed on Sundays as such. 


GUARANTEED ANNUAL WAGE 


The Union's proposal is for supplemental unemployment compensation. It 
contemplates that each employer is to create a trust fund by contributing a given 
cents per hour. From this fund employees with stated seniority who are laid 
off would receive payments of given amounts for stated periods of unemployment 
The amounts receivable from State unemployment compensation funds would be 
credited against such payments. To the extent that benefits under the State 
laws would be improved, the cost of the supplemental compensation would be 
reduced. 

Estimating the cost of such a plan is more difficult, and more hazardous than 
estimating the cost of pensions. 

The Union proposes, however, that the cost be limited to a fixed cents-per-hour 
contribution by the employers to the trust fund and suggests the figure of about 
seven (7) cents per hour. This item is not like the holiday, shift differential, or 
vacation allowances, which we have recommended in addition to the general wage 
increase because, with respect to them, the steel workers have fallen behind othet 
industries. It is rather an item little known in industry. Under present cir 
cumstances, were a plan of the kind adopted, its cost would have to be deducted 
from the amount of the wage increase recommended by the Board. 

The guaranteed wage proposal raises serious and complex problems of publi 
policy as well as private interest. The proposal originated in 1945 in a demand 
of the Union and resulted in an extensive governmental study published in 1947. 
The parties have not bargained about the matter in the intervening years. If, 
indeed, the matter is one which should be referred to collective bargaining, as 
the Advisory Committee of the Office of War Mobilization and Reconversion 
reported in 1947, it has not received the joint consideration that collective bargain- 
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ing implies. A determination by the Board would hardly be the equivalent of 


collective bargaining 
sideration. 


We recommend that the parties undertake a joint consideration of the 


in this area. The problem requires serious joint con 


problem during the period of the next contract, with a view to reaching mu 
tual understanding by the time of the next negotiations. Such joint consid 


eration will result 
appropriate solution. 


in collective bargaining, which alone can find th: 


To facilitate this joint consideration during the perio« 
of the next contract the parties should agree to use the services and advice 


of a neutral third party or parties. 


SEVERANCE PAY 


At present, severance allowances are payable only upon termination due tv 
permanent closing. The Union now proposes that these allowances be ex 


tended to all lay-offs 


and all terminations. 


* Inasmuch as the severance pay issue is closely related to the guaranteed 
annual wage proposal, the Board recommends that these two issues be con 


sidered together by 
Board suggests that 


the parties. In connection with severance pay, the 
the parties consider the desirability of an arrange 


ment which would require reasonable notice in advance of lay-off or seve 
anee, other than for cause, and provide reasonable compensation for 
failure to give such notice. 


TECHNOLOGICAL DEMOTIONS 


The Union proposes a new provision whereby the companies shall guaran 


tee to each employee demoted as a _ result of technological change or 


abandonment of facilities an amount each week, for a period of 52 weeks 
subsequent to his demotion, at least equal to his prior average earnings 


This proposal would 


introduce inequities in the wage structure and is 


in fact contrary to the principle of standard hourly rates, There is no 
clear justification for treating demotions of this character differently fron 
demotions due to reductions in force for other reasons. The Board recon 


menads, therefore, that 


the Union withdraw its demand. 


HOURS OF WORK AND OVERTIME 


There is considerable variety in the steel contracts with respect to hours 


of work and overtime 


provisions. The issues relate to the scheduling of ope! 


ations and employees—a subject of great complexity, requiring attentio 
to the precise circumstances at each plant. The subject is especially suited 


to eollective bargainir 


1g. The Union’s chief complaint is against the lack of 


penalties or compensation in cases of violation of the contractual provisions 
with respect to scheduling. It complains also of instances in which em 


ployees are required, 


contrary to the schedule, to work a split shift or to 


report some time earlier or later than their scheduled starting times. Thes: 
deviations from schedule are sometimes dictated by necessity; Sometimes 
they result from poor or mistaken planning; frequently they are due t 
the desire to avoid premium pay for sporadic overtime for short periods. 


An attempt by the 


Board to prescribe scheduling practices generally for a! 


companies in this proceeding would not be feasible. The general provisions with 


respect to scheduling 


recommends, however, 


must be left to negotiations by the parties. The Boar 
that the parties agree upon premium or penalty compen 


sation for sporadic rescheduling of individuals in violation of contractual provis 


ions and for sporadic ¢ 


hange in an employee's starting and quitting time to avoid 


payment of daily overtime. Similarly, the Board recommends that the parties 
avoid the working of split shifts whenever practicable and that extra compensa 


tion in the form of ei 


ther premium pay or reporting allowance be provided 1 


employees compelled to work split shifts. 


The Union proposes 
eight hours and some 
change in the rules as 


tions without recommendation, since it involves details which it is believed the 


parties can resolve. 


REFORTING ALLOWANCE 


an increase in the reporting allowance from four hours to 


changes in the rules as to its application. The matter of 
to application is referred back to the parties for negotix 


Four hours reporting allowance is common in America! 
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industry; eight hours is not. The present provision, therefore, involves no 
inequity for steel workers in comparison with other industrial workers. The 
Board, therefore, recommends that the Union withdraw this proposal as part of 
these negotiations, but that the parties consider the underlying question in con- 
nection with the guaranteed annual wage. 


CONTRACTING OUT 


The Union proposes to add a provision to the contracts requiring that all pro-* 
duction, maintenance, repair, construction, experimental, and hourly rated, non- 
confidential clerical work be done by employees of the companies except as the 
parties may otherwise agree. No such clause appears in the recently expired 
contracts, except for a few which contain provisions of considerable narrower 
scope, 

The effect of such a provision would vary greatly among companies. Some 
have the manpower or equipment to do a variety of work, while others are not so 
equipped. All, however, may find it necessary or highly desirable to contract for 
construction work which they either are not equipped to do, or can do only by 
hiring new employees for short periods, or can do only by taking more time than 
is available. It is hardly a sufficient answer to predict that the local union 
would agree to contracting out in such circumstances. 

The proposal would impose a heavy restriction upon normal managerial respon- 
sibility and would be contrary to accepted industrial practice. It would have 
serious consequences on important interests other than those of the parties. 
The proposal is not needed to prevent contracting out which would have the 
effect of unreasonably narrowing the bargaining unit; the Board of Arbitration 
under the U. S. Steel contract has ruled that the expired contract, without the 
proposed clause, prohibits such contracting out. : 

The companies state that it is their deliberate policy to provide work for, 
their employees and to use them as much as practicable for all work on the 
properties involved. They assert that they contract work out only when that 
course is required by business conditions such as lack of available time, available 
equipment, manpower, and the like. Proper execution of this policy is par- 


ticularly important when employees are on layoff. In view of these statements, 
the Board recommends that the Union withdraw this preposal in the current 
negotiations. 


UNION SECURITY 


The Union is vested by law with the right and the duty to bargain on behalf 
of all employees in the various units covered by collective bargaining contracts, 
on wages, hours, and terms and conditions of employment, including union 
security. : 

The form of union security presently provided for in contracts between the 
Union and most of the steel companies, is maintenance of membership and 
checkoff. Under this arrangement all employees who are now members of the 
Union, and all employees who may join the Union in the future, must continue’ 
to maintain their membership for the duration of the collective agreement as a 
condition of employment. What this obligation boils down to is that Union 
members must pay the prescribed periodic dues to the organization which has 
been selected by a majority of all the employees as their bargaining represent- 
ative. The prescribed initiation fee and periodic dues are checked off and paid 
directly to the Union by the employers for those employees who agree to this 
arrangement. 

In this case the Union is requesting that the present maintenance of member- 
ship arrangement be changed to the union shop as authorized by the Labor Man- 
agement Relations (Taft-Hartley) Act of 1947, as amended. In substance, this 
arrangement would extend the present obligations of Union members to al} 
employees in the bargaining unit. Specifically, all employees in the bargaining 
unit would be required, as a condition of employment, to pay to the Union 
a uniform initiation fee and periodic dues. 

A union might attempt to deny membership to an applicant or to expel a mem- 
her even though he was willing to pay the standard initiation fee and dues. The 
Taft-Hartley Act would, however, protect such employees from discharge under 
the proposed union-shop agreement. Where State laws prohibit union-shop provi- 
sions, the request for a union shop cannot be considered unless it is modified to 
the extent necessary to comply with the provisions of such State laws. The 
Union’s request is so modified. 





2376 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


Union's arguments 


In support of its request the Union offers the following arguments: 

‘1. The union shop is a prerequisite for union responsibility. When a recognized 
union does not have full security, it must dissipate its energies in organizing 
nonunion employees and in warding off raids of rival organizations which would 
concentrate on employees who failed to join the recognized union. The Union is 
required under law to represent all employees in the bargaining unit, whether 
members or not. In these circumstances, the Union is hard put to exercise the 
internal control and direction which is essential to full responsibility in its 
working relationship with the management. 

2. The trend in industry generally has been toward the union shop, according 
to studies of the Bureau of Labor Statistics. Contracts providing for mainte 
nance of membership or merely sole-bargaining recognition are being replaced 
by the union shop. It is high time for the steel industry to get into line with the 
rest of American industry. 

3. The union shop is democratic. A substantial majority of employees—in the 
steel industry as well as in other industries—want the union shop, as indicated 
by secret ballots conducted by the National Labor Relations Board in recent 
years. Application of the majori«y-rule principle leads accordingly to the union 
shop in the steel industry. Union members have every right to expect “free 
riders” who work beside union members and who benefit from the advances made 
by the Union, to contribute their share to the costs of Union representation. 


Companies’ arguments 


In opposition to the Union’s request the companies advance the following 
arguments: 

1. Apart from the merits of the issue, a recommendation by a Government 
board in favor of the union shop would be contrary to public policy as laid down 
by Congress, previous similar boards, many state legislatures, and the courts. 
Congress has adopted a policy that union-shop agreements should in no way be 
the result of compulsion, that the union shop is legal only when employers are 
willing to agree. A law enacted by Congress purporting to force every citizen 
in the industry into a union would be unconstitutional, and it would be improper 
for the executive branch of the Government to bring about by indirection a result 
which would be illegal if initiated by the legislative branch. 

2. The Union has failed to establish any need for the union shop. The 
Union’s membership has expanded and the Union has acquired security without 
the union shop. The Union has been accepted by the steel industry; it is finan- 
cially secure. 

3. The union shop is undemocratic. It limjts the right of an individual to 
decide for himself whether he shall join a union or not. The preservation of 
minority rights is essential for democracy, and the union shop ignores the rights 
of the minority. So long as one man elects not to join a union, his right to refrain 
from joining deserves the same consideration as that of each man who does join 


Discussion 


A majority of the Board recommends that the parties include a union shop 
provision in their new contracts, the exact form and condition thereof to be 
determined by them in their forthcoming negotiations. 

The Public Members would have preferred a different recommendation, one 
which would have returned the matter to the parties for collective bargaining, 
with the Board to be prepared to consider further reeommendations in the event 
the parties failed to resolve the issue. But a majority of the Board could not be 
obtained to support this position. When the Labor Members moved for a recom 
mendation of the union shop, the Public Members voted in the negative, stating 
that they did so because they believed that the parties should be given another 
chance to bargain on the issue, since their prior bargaining had been so unsatis- 
factory. The Public Members then moved their proposal and this was rejected 
by both the Labor and Industry Members. The latter took the position that 
retention of jurisdiction would imply that, if the parties failed to agree, the Board 
might then make the recommendation, whereas the Board should not recommend 
the union shop in any case. The Public Members were thus left with only the 
alternative of recommending the union shop or agreeing that the Board would 
not do so in any case. Under the necessity of choosing between these alternatives, 
the Public Members coneluded that reason, fairness, and equity required the 
former. 
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Union shop not new to steel industry.—The Union shop is, of course, not new 
to the steel industry or to industries related thereto. The record in this case 
indicates that of a total of 2,200 contracts with this Union covering production 
and maintenance units in basic steel and fabricating plants, union-shop provisions 
have been agreed to by employers in 994 (45 percent). It also appears that of 
66 companies operating basic steel plants with which the Union had contracts 
in October 1951, 27 had agreed to either the full union shop or some modification 
thereof beyond maintenance of membership. Furthermore, while most of the 
major steel producing companies have not agreed to the union shop in their con- 
tracts with this Union, several of them have included such clauses in agreements 
with other labor organizations. The steel companies which own and operate coal 
mines, for example, entered into union-shop agreements some years ago with the 
United Mine Workers of America. More recently several of the railroad sub- 
sidiaries of the steel companies have adopted union-shop clauses covering rail- 
road employees, prior to and without recommendations from any Government 
board. Recently an emergency board recommended the union shop for all the 
railroads of the country [17 LA 8383]. 

It is clear that a majority of the employees in the steel industry desire a union 
shop. As of December 1951, union-shop elections had been held in some or all of 
the plants of 54 out of the 66 companies having steel ingot or pig iron capacity, at 
which the Union is the bargaining representative. Out of 74 elections held, the 
employees voted for the union shop in all save three. Over 467,000 employees 
were eligible to vote in these elections ; 82 percent of the eligibles voted, a substan- 
tially higher percentage than customarily vote in national or state elections. Of 
the eligibles, almost 66.9 percent voted for the union shop. Out of the 385,810 
employees voting, 83.3 percent voted for the union shop. If we are to trust the 
results of free elections—the American method of determining great public 
issues—we must conclude that the people most concerned with this issue have 
spoken strongly in form of the granting of the Union’s demand. 

Alternatives.—There are a number of alternatives other than the full union 
shop available to the parties. In considering the particular form and conditions 
of a union-ship clause as recommended by the Board, the parties will have : 
wealth of experience and examples to aid them; for employers and unions in 
this country with practical ingenuity devised and agreed upon various modi- 
fications of the basis union-shop formula. 

Without attempting to limit the area of discussion between the parties, or 
expressing a preference, we wish merely to call attention to some of these varia- 
tions in addition to the full union shop as authorized by Congress. There is, 
for example, the modified form of union shop agreed upon by the General Motors 
Corporation and the United Auto Workers, CIO. The essential provisions of this 
agreement are as follows: 

1. Employees who ure members of the union on the effective date of the agree- 
ment must maintain membership. 

2. Employees who are not union members on the effective date of the agree- 
ment need not join. Any such employee who joins during the life of the agree- 
ment must maintain membership. 

3. Employees who are hired after the effective date of the agreement must 
join when they acquire seniority. (Employees may acquire seniority by working 
ninety days during a period of six continuous months. ) 

4. Employees who are hired after the effective date of the agreement and who 
join the union must maintain membership for one year. They can then resign 
from the union and give notice to the company. If they fail at that time to 
resign and give notice, they must continue to maintain membership. 

5. Disputes as to union membership become grievances with arbitration as the 
final step. 

This union security arrangement between one of the largest unions and one 
of the largest and most efficient corporations in the country is an integral part 
of a collective agreement which secured to each party certain of its basic 
objectives. One feature of this type of arrangemenut is that it reserves to 
old employees who had not previously joined the union the option to determine 
whether or not to join, and limits the obligation to present members or new 
employees, 

Crucible Steel Company of America and the Union have a somewhat similar 
union-shop clause in their contract. Old employees who are not Union members 
are not required to join, but new employees must become members of the Union. 
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Unlike the provision in the General Motors contract, the Crucible contract pro- 
vides no “escape” for members once they join. 

Another type of union security clause which has received considerable attention 
is the so-called maintenance of dues or “Rand formula.’ This arrangement 
received its name from the arbitration decision handed down in 1946 by Justice 
I. ©. Rand, of the Supreme Court of Canada, in a dispute between the Ford 
Motor Company of Canada and the United Auto Workers, CIO. In this case 
Justice Rand denied the full union shop but directed that all employees in the 
bargaining unit pay dues to the bargaining agent which had the sole and ex- 
clusive right to represent them. He also ordered contract provisions which 
prohibited the union from striking without first taking a strike vote in which 
all employees covered by the contract could participate, regardless of their union 
membership. 

Development of union shop.—The heated discussion of the union shop has, we 
think, tended to confuse the issue. We think it might be helpful to make the 
following observations: 

The development of bargaining relations in mass production industries since 
the early 1930’s is well known. Unions were normally first recognized as bar- 
gaining agents for their members only. The principles of majority rule and 
exclusive representation were accepted as national policy and were embodied 
in the National Labor Relations (Wagner) Act and continued in the Taft- 
Hartley Act. Under these laws the union selected by the majority of employees 
has the legal right and obligation to represent all employees in the bargaining 
unit, whether members of the union or not. The 1940's saw the extension of 
maintenance of membership arrangements; and thus to the “sole bargaining 
agent” clauses were added provisions requiring employees who were union mem- 
bers as of a given date to remain members for the duration of a contract. More 
recently, the union-shop clause has become most prevalent in collective agree- 
ments, with maintenance of membership clauses frequently being replaced by 
arrangements voluntarily agreed to by employers, under which all employees 
covered by an agreement must become union members. The Bureau of Labor 
Statistics in the Monthly Labor Review for November 1951, reported that the 
relative importance of the union shop over other union security provisions is 
revealed in a recently completed survey of 2,651 agreements, covering 5,581,000 
workers, and in effect in late 1950 and 1951: 61 percent of these contracts had 
union-shop clauses, 13 percent provided for maintenance of membership, and 
26 percent gave only sole-bargaining recognition. 

These developments have not occurred without extensive debate at each stage, 
and Congress itself has played a major role in shaping the course of events. In 
1935, 1947, and 1951, Congress heard and rejected virtually the same arguments 
which the steel companies have submitted in the present case. The majority-rule 
provision which Congress wrote into the Wagner Act in 1935 was attacked as 
undemocratic, on the ground that it deprived individuals of their right to speak 
for themselves, and subjected an unwilling minority to rule by the majority. 
‘lwelve years later, however, when Congress enacted the Taft-Hartley Act and 
drastically revised Federal labor policy, there was little if any opposition to the 
majority-rule provision. The opposition to the union shop provision is to some 
extent a reflection of the original opposition to the principle of majority rule 
in labor-management relations. 

The controversy over union security in World War II was similar in many 
ways to that occasioned by the present dispute. The arguments then against 
mantenance of membership were approximately the same as those now employed 
in opposition to the union shop. Then, as now, it was contended that while 
the law permits an employer voluntarily to enter into an agreement providing 
for a union shop in one form or another, it is quite another thing for an admin- 
istrative agency of Government to suggest such a provision in an effort to settle 
a dispute. Notwithstanding this contention, the maintenance of membership 
clauses incorporated into the steel industry contracts pursuant to War Labor 
Board directives have largely been continued by voluntary agreement in succes- 
sive contracts in this industry and elsewhere. The Companies have stated their 
willingness to renew such clauses. It seems relevant to inquire, therefore, 
whether the evils which some employers first saw in the maintenance of member- 
ship clauses existed only because such clauses were proposed by a Government 
agency. The effect upon the individual employee resulting from a contract 
signed pursuant to a Government proposal is no different when identical contracts 
ere signed as the result of collective bargaining. 
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War Labor Board’s position.—It is now contended, however, that while main- 
tenance of membership is essentially voluntary in character, protecting an 
employee’s “freedom to join or not to join, to stay in or get out,” the union shop 
is wholly compulsory, and therefore undemocratic. We are reminded that the 
War Labor Board refused to order the union shop, and we are warned that such 
a recommendation from the Wage Stabilization Board would constitute an 
intolerable invasion by Government into the realm of individual liberty. 

In fact, the War Labor Board did order the union shop in a number of cases 
and for a variety of reasons. In some cases, for example, the employer had 
offered the union shop during negotiations; in others, the employer had agreed 
to the union shop with another union; and in others, the previous contract con- 
tained a union-shop clause. 

The War Labor Board declined to order the union shop in many more cases. 
It is apparent, however, that the basic reasons for that Board’s reluctance 
no longer exist. The type of union shop then sought by organized labor contained 
none of the statutory restrictions now in effect, which are designed to prevent 
unions from enforcing union-shop agreements against employees who are arbi- 
trarily denied admission or eXpelled. The lack of these statutory protections 
appears to have weighed heavily with the industry members of the War Labor 
Board. In their dissenting opinion in the Federal Shipbuilding and Drydock 
Case (1 War Labor Rep. 140) they said in part: 

“* * * acting in our capacity as members of a Government agency, we can- 
not subscribe to any national labor policy which compels an unwilling employer 
to force an unwilling employee either to join or to remain a member of a labor 
union in order to play his part in winning this war. Jf this position is taken by a 
Government agency and a national labor policy is thus established, then Govern- 
ment must of necessity accept the responsibility of supervision of that labon 
organization to ahich it forces an employee to pay dues, fines, and assess- 
ments * * %” {Emphasis added. ] 

Congress’ action.—Evidently, Congress had the same thought in mind when in 
1947 it enacted the Taft-Hartley amendments to the National Labor Relations 
Act. After considerable debate, it rejected attempts to outlaw the union shop. 
Instead it prescribed arrangements under which no employee can be prevented 
from getting or holding a job because of nonmembership in a union so long as 
he tenders his initiation fee and periodic dues. Moreover, these charges cannot 
be excessive or discriminatory. 

The considerations which led Congress to adopt this course of action were 
summarized by the principal sponsor of the legislation, during the debates, stating 
in part, as follows (Congressional Record, April 23, 1947, p. 3953) : 

“* * * We have proposed a proviso in the case where a man is refused 
admittance to a union, when an employer employs a nonunion man, and during the 
first 30 days of his employment he goes to the union and says, ‘I want to join the 
union,’ but the union refused to take him. It is provided that in such case 
the employer shall not be compelled to discharge the man simply because the 
union will not let him join the union on the same terms and conditions as any 
other member. In effect, we say, ‘If you are going to have a union shop, then 
you must have an open union. You cannot say to people, “We have a closed 
union shop, and we are not going to let you in under any circumstances.” ' 

“The bill further provides that if the man is admitted to the union, and subse- 
quently is fired from the union for any reason other than nonpayment of dues, 
then the employer shall not be required to fire that man. Jn other words, what 
we do, in effect, is to say that no one can get a free ride in such a shop. That 
meets one of the arguments for the union shop. The employee has to pay the 
union dues. But on the other hand, if the union discriminates against him and 
fires him from the union, the employer shall not be required to fire him from 
the job. * * * 

“I think the justice of such an arrangement should be clear. As 1 have said, 
either we should have an open shop or we should have an open union. I do not 
believe we should permit the complete exclusion from any industry of a man who 
wants to work in that industry, and whom the employer wants to employ, and 
who is perfectly competent to work there, simply because the union says ‘We do 
not want you and we will not let you in’ or ‘We are going to fire you from the 
union because we do not like the way you act’.” [Emphasis added. } 

We think it unnecessary to analyze at greater length the provisions of the 
Taft-Hartley Act which bear upon this issue. Congress has sought to eliminate 
from union-shop agreements those conditions which it considers unfair or con- 
trary to public policy. Congress has in fact dealt with this problem of union 
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security on three separate occasions since the matter was before the War Labor 
Board: in the Taft-Hartley Act in 1947; in the Railway Labor Act amendments 
in 1951; and in the Taft-Hartley amendments in 1951. 

The changes in existing labor laws enacted by Congress in 1951 are significant. 
After some 17 years of experience under the amended Railway Labor Act of 
1934, which prohibited all types of union-security agreements in the railroad and 
air transport industries, Congress amended the act so as to permit substantially 
the same type of union-shop agreement authorized by the Taft-Hartley Act. 
And Congress went still further. After four years of experience under the 
Taft-Hartley Act, during which time unions had won by substantial majorities 
almost every union-shop authorization election conducted by the National Labor 
Relations Board, Congress concluded that it was both extravagant and useless 
to continue this procedure. Accordingly, it adopted the Taft-Humphrey amend- 
ments to the law which, among other things, eliminated the requirement of a 
union-shop authorization vote as a prerequisite for a union-shop agreement. “The 
legislation passed the Senate by unanimous voice vote and was approved by the 
House by a vote of 307 to 18. It is apparent, therefore, that Congress now 
regards the type of union-shop agreement permitéed by law to be consistent with 
American concepts of equity and fair play. 

Thus, the fundamental issue concerning individual rights in relation to the 
privileges of the majority was decided by Congress in 1935, affirmed by the 
Supreme Court in 1987, and was left unaffected by Congress in 1947 when it 
passed the Taft-Hartley Act. On these occasions Congress and the Supreme 
Court decided that the bargaining agent selected by the majority of employees 
should and does have the exclusive right to represent all employees in dealing 
with management concerning wages, hours, and working conditions. In turn, the 
bargaining agent has the obligation fairly to represent all employees, whether 
members of the union or not. If in the interests of a group of workers it is not 
an unwarranted infringement of individual liberty to deprive a person of the 
right to make his own labor contract, it cannot be an infringement to ask him 
to lend financial and other support to the organization which bargains for bene- 
fits to all employees in the group. The granting of a union shop thus has rela- 
tively minor effect, if any, on individual rights under existing law. 

Board’s authority to recommend union shop.—lIt is alleged by others than the 
parties to these proceedings that the Wage St:bilization Board lacks authority 
to make recommendations on the union-security and other so-called noneconomic 
issues. This represents a misunderstanding of the source and nature of the 
Board’s disputes authority. 

Unlike the Board’s stabilization authority, which rests squarely on the provi- 
sions of the Defense Production Act, the Board’s dispute functions stem from 
Executive Order 10233, issued on April 24, 1951. The order contains both gen- 
eral and specific limitations. Only those disputes may come before the Board 
which “have not been resolved by collective bargaining or by the prior full use 
of conciliation and mediation facilities and which threaten an interruption of 
work affecting the national defense.” Even such disputes may not be heard by 
the Board unless the parties in a particular case voluntarily agree to submit 
their dispute to the Board and the Board agrees to accept it, or unless the dispute 
is referred to the Board by the President because in his opinion it “substantially 
threatens the progress of national defense.” 

The developments which led to the adoption of Executive Order 10233 are well 
known. About a year ago, when the Wage Stabilization Board was reconstituted 
in its present form, the most debated issue was whether the Board should have 
jurisdiction over disputes and whether jurisdiction should extend to noneconomic 
issues as well as to economic issues. With industry members dissenting, the 
National Advisory Board on Mobilization Policy recommended to the President 
that he reconstitute the Board with authority to make recommendations in dis- 
putes which threaten an interruption of working affecting the national defense. 

The President adopted that recommendation and issued Executive Order 
10233. From that point on it was generally understood that the Wage Stabiliza- 
tion Board has jurisdiction in dispute cases over both economic and noneco- 
nomic issues and that among the noneconomic issues would be the union shop. 
Indeed, that knowledge explains one of the reasons why some people a year 
ago opposed the National Advisory Board’s recommendation to the President. 
It has thus been clear since the issuance of Executive Order 10233 that the 
Board would be called upon to make a recommendation on the union-shop 
issue ?f the parties were unable to settle it and if their dispute threatened ap 
interruption of work affecting the national defense. 
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Section 4 of Executive Order 10233 declares that the Board shall take no 
action inconsistent with the provisions of the Labor Management Relations 
(Taft-Hartley) Act. The same restriction appears in Title V of the Defense 
Production Act and would govern any Board established thereunder. In as- 
signing to this Board the limited disputes functions described above, there- 
fore, the President imposed upon it the same prohibitions, in this regard, 
as Congress directed should be applied to a board created under the Defense 
Production Act. 

This means that in making recommendations in disputes cases properly 
before it, the Board may not recommend terms of settlement which call upon 
either side to do anything, or to agree to anything, not permitted under the 
Taft-Hartley Act or any other applicable law. 

Once the precise nature of the Board’s disputes authority is understood, 
it becomes apparent that the issue of union security—which is only one of 
many nonwage issues in this case—is properly a subject for recommendation 
by this Board, as are all the other issues. In this case, as in many other dis- 
putes, the disagreement over purely economic matters is only part of the total 
dispute. This Board is charged with the duty to recommend fair and equitable 
terms of settlement on all the issues in this case. It necessarily follows that 
the scope of our authority to recommend as to those issues must be as broad 
as the parties’ power to agree. The parties have the power to agree on some 
solution of the union-shop issue. The authority of the Board is coextensive. 

Upon careful consideration of all the factors involved in the issue and ofthe 
alternatives available, the Board recommends that the parties include a uniop 
shop in their new contracts, determining in their forthcoming negotiations 
the type suitable for their situations. 


SENIORITY 


The Public Members of the Board believe that seniority issues are preeminentty 
matters for determination by direct negotiation between the parties. Seniority 
problems vary widely from company to company and often from plant to plant; 
their sound solution often requires an intimate knowledge of individual plant 
operations, and practices. We believe, therefore, that most of these issues should 
be referred back to the parties without recommendation. We are confident that 
through earnest and wise negotiation they may be satisfactorily resolved. Indeed 
we nay suggest that, with respect to the multiple plant agreements, many of these 
issues may be better dealt with at the local plant level 

The major issue appears to be the relation between continuous service and 
ability and physical fitness. The issue seems important not merely for its 
practical but also for its symbolic significance. The parties agree that seniority 
should be given recognition. It seems to be true that it controls in the great 
majority of cases: and its subordination in some others is not questioned. Yet 
even rare instances of questionable subordination create serious dissatisfaction. 

The truth is that the problem is even more one of wise administration than 
it is of the exact kind of contractual statement. It is the breadth of understand- 
ing of the problem and purpose rather than the form of statement that is im- 
portant. 

The parties seem to agree that wise administration of the provisions of the 
recently expired agreement in this industry requires recognition that seniority is 
always a weighty factor for consideration; that exact measurement of relatiye 
ability and fitness is difficult and frequently impossible ; that, though superiority 
may outweigh greater seniority, it should not necessarily do so in all cases; that 
the matter is one of degree: that seniority may outweigh even conceded superi- 
ority is not of significant importance on the job involved: that when superiority 
is the winning factor it sould be fairly demonstrable, not rest entirely on subjee- 
tive judgment, and be related to the job involved; that the situations of promo- 
tion and demotion are not the same, layoffs and demotion being commonly made 
on the basis of seniority without inquiry into ability except in rare cases; that 
consultation with the appropriate union representative before deviating from 
seniority will frequently avoid protest and dissatisfaction. With these ideas 
accepted as guides for proper administration, there seems little need for change in 
the contractual provisions. 

As to the Union’s demand that seniority rules should be extended to cover not 
only promotions, decrease of forces and rehiring after lay-offs but also all cases 
of vacancy, transfer, etc., the Public Members of the Board believe that the de- 
sirability and practicability of such an extension of seniority application depends 
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in large measure upon the system of seniority units in effect in each plant and 
upon the rules which govern the application of seniority within such units. The 
‘distinctions drawn between “temporary” and “permanent” lay-offs, transfers, 
ete. ; the effect given to job seniority, occupational seniority, departmental sen- 
iority, plant seniority, etc., in a particular company or plant; the relative stability 
of employment in one plant as compared to another; these and similar considera- 
tions have a direct bearing upon the manner in which the parties should deal 
with this phase of the Union’s demand. We believe, therefore, that this demand 
for the extension of seniority application is a matter which might best be dealt 
with in local collective bargaining. 

The Board believes that one issue, however, should be the subject of a specific 
recommendation. The Union asks that the Company make available to the 
local Union concerned lists showing the relative seniority of each employee in 
‘each seniority unit ; that the Company revise these lists from time to time to keep 
them up to date but at least every 6 months; but that the seniority rights of 
individuals should not be prejudiced by errors, inaccuracies or omissions on such 
lists, Believing that adequate and up-to-date seniority lists, available to both 

‘parties, are necessary to the sound and fair operation of any seniority system, 
we believe that this demand should in substance be granted. The Board recom- 
mends that the contracts provide that the local unions be furnished with adequate 
seniority lists which shall be kept reasonably up to date, the details to be worked 
out by the parties in their negotiations. 

With this exception, the seniority issues listed by the Panel are referred back 
to the parties for collective bargaining without specific recommendation, but 
with the hope that the general comments and suggestions made above may help 
the parties to resolve them. 


LOCAL WORKING CONDITIONS, MANAGEMENT RIGHTS, AND JOB STRUCTURE 


In the steel industry, great weight has traditionally been given to local practice. 
A large number of companies have taken note of the existence in their plants of 
many established customs and practices directly affecting the working lives of 
their employees and have recognized that arbitarary and sudden change in such 
practices without discussion and agreement and in the absence of any materia! 
change in the conditions which give rise to the practices, is unwise and often 
‘unfair. In most cases it has seemed impracticable to attempt to set forth all 
such practices in the main collective bargaining agreement. Dealing with all of 
them in local written agreements would be a formidable task. 

The result has been the inclusion in many agreements of the “local working 
conditions” clauses here at issue. Such clauses provide (in substance and as a 
‘general rule) that (1) no local practice or “working condition” shall be effective 
to deprive an employee of any rights under the basic collective bargaining agree 
ment, and (2) that local practices or conditions which are more beneficial to an 
employee than the agreement shall not be changed unless the parties agree to the 
change or unless the basis for the practice or condition is changed or eliminated. 
Of these clauses, the most detailed and elaborate is that contained in the 1947 

susic Agreement at U. 8S. Steel, quoted in the Panel Report. 

The Union is asking that the U. S. Steel type of “local working conditions” 
clause be extended throughout the industry. Certain companies ask the elimi 
“nation of their present “local working conditions” clauses or the inclusion of 
limitations on the applications of such clauses. The chief sources of dissatis 
faction with the clauses seem to be their vagueness, the likelihood of disagree 
ment over the precise nature of the practices and conditions they were designed 
to protect, and the contention that arbitrators have construed them more broad)) 
‘or more narrowly than the parties intended. The effect of a “local working 
conditions” clause on Management’s right to alter crew sizes, workloads or spel! 
time seems to be regarded as a particularly acute problem, though the disputes 
are by no means limited to this question alone. 

The Public Members of the Board do not believe that any blanket recommerda 

tion on this issue is necessary. On the one hand, we do not believe that the 
’ difficulties which have been encountered in interpreting and administering such 
clauses are such as to call for their elimination. On the other hand we do not 
think that it would be appropriate or wise to recommend that any specific type of 
clause be adopted in all agreements or that this problem should be dealt with 
‘in the same manner at all companies. Insofar as difficulties have arisen, because 
the language so far used is ambiguous and subject to misinterpretation the 
parties have it within their power to clarify the language in their forthcoming 
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negotiations. Insofar as the clauses may have been abused so as to protect 
eases of loafing or unjustifiable idle time or so as unduly to hamper Manage- 
ment’s efforts to correct inefficient conditions, it is within the power of the 
parties and should be understood to be within the power of arbitrators to prevent 
such abuse. 

The last point, we believe, should be emphasized. The evidence and argu- 
ment submitted on this issue indicate to us that the parties have often adopted 
an over technical approach to the interpretation and application of their 
agreements, that they have concentrated more on the literal meaning of words 
than on their substance and purpose as applied to the wise and fair solution of 
their problems. They seem to have expected or required their arbitrators to take 
the same attitude. We believe that one of the most important steps which could 
be taken toward the improvement of industrial relations in this industry would 
be the clear recognition by the parties that it is within the power and the duty 
of their arbitrators to protect either the “local working conditions” clauses, the 
“management” clauses or any other provision of the Agreement from over tech- 
nical interpretation and abuse. 

The proposed amendments to the “Management” clause offered by each party 
seem to be a response to disputes which can be avoided by sound administration 
of the basic agreement, fair settlement of grievances and common sense in arbi- 
tration—by the recognition, in other words, that it is the duty of the parties 
and their arbitrators not only to protect the rights set forth in the agreement 
from infringement but also to prevent the abuse of such rights. 

Through proper administration and interpretation of their “local working 
conditions” clauses and the “management” clauses, the parties can achieve 
the necessary balance between the need for stability and the need for flexibility 
and growth. 

The Union proposes that language be added to the agreement providing that 
each job covered by the agreement shall remain in effect unless terminated or 
changed by mutual agreement or unless changes are necessary to give effect to 
technological changes. Such a proposal would be a radical innovation; nothing 
in the evidence leads us to believe that such provision would be either necessary, 
workable, or wise. We do not believe that its acceptance would be wise. 

The Union proposes the elimination from the U. S. Steel agreement of a 
clause (previously numbered Section 9J) which provided for the termination 
of rates of pay practices inconsistent with the language of the Rates of Pay 
section of the agreement. In view of the desirability of avoiding inconsistencies 
and inequities in wage rate application, we do not favor the elmination of such 
a clause, 

The Board recommends that there be no change in the existing contractual 
provisions with respect to local working conditions, management rights, and job 
structure. 

INCENTIVE 


The Board refers this issue back to the parties for negotiation. To assist the 
parties in their negotiations, the Board is attaching a copy of the opinion of the 
Public Members of the Panel. 

(NOTE: The opinion referred tu follows: It should be understood that it was 
written in the form of a draft opinion by the Board and was submitted to the 
Board for consideration in that form. While it did not constitute a Panel recom- 
mendation, it was discussed by the Board with all Panel Members present.) 

The dispute over incentives presented to the Panel relates primarily to U. 8. 
Steel. The Board has been informed of no disputes on incentives at other 
companies which seem to call for Board recommendations. It should be clearly 
understood, therefore, that the recommendations which follow relate only to the 
forthcoming negotiations between the Union and U. S. Steel and that all in- 
centive issues which may exist at other companies are referred back to the 
parties without recommendation. 

At U. 8S. Steel the parties have been committed by Section 9-K-2 of the 1947 
Agreement to agree on the performance standards which would be used in 
establishing or revising incentives. Their efforts to reach such agreement have 
failed. As a result they have been deadlocked in their efforts to resolve disputes 
over new or revised incentives. 

Such deadlocks have not arisen at other companies in the steel industry (or, so 
far as the Panel knows in American industry generally) where the parties have 
not endeavered to agree in advance on the principles which should guide the 
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setting of performance standards and rates. The more usual practice is tu 
allow the Company, in the first instance, to establish standards and rates on the 
basis of principles of its own choosing but to allow the equity of the resulting 
incentive to be challenged by the Union in the grievance procedure. If discus- 
sions in the grievance procedure do not result in agreement, it is customary in 
a large section of American industry to allow the fairness of the incentive to be 
tested and finally determined in arbitration. 

While taking no position as to the status of the May 8, 1946 Inequities Agree. 
ment, we believe that one key to the resolution of the incentive dispute at U. S. 
Steel is to abandon, for the time being at least, the effort to agree on any set 
of universally applicable guides to the setting of performance standards and 
to allow the Company to proceed in this matter in the same way as do other 
companies, using guides of its own selection and subject to challenge in the 
grievance procedure. 

Another source of friction and dispute has been the system of out-of-line 
incentive differentials established by the Company to protect the earning level of 
employees whose incentives were revised or replaced. The Company interpreted 
the Basic Agreement as providing or permitting differentials which were applica- 
ble only to those individual employees who were working on the job when the 
new incentive was established. It resulted that employees doing the same job 
at substantially the same pace received markedly different earnings. We be- 
lieve that when incentives which were in effect on April 22, 1947, are replaced 
with new incentives as a result of technological changes it is proper to ive pro- 
tection against loss in earnings. But we also believe that any system of guar- 
antees or differentials developed to that end should be applicable to any employee 
who works on the job to which the new incentive applies. We believe, moreover, 
that such guarantees or differentials should continue for the life of the forthcom 
ing agreement unless the parties earlier agree to their adjustment or elimination 

Still another center of controversy lies in the Company’s proposal that it be 
free in its discretion to replace any incentive plan which was in existence prior to 
April 22, 1947. Such action was originally contemplated by the Inequities Agree 
ment of May 8, 1946, and by the Special Agreement of January 13, 1947. In the 
1947 Basic Agreement, on the other hand, the parties adopted the principle that 
incentives which were then in effect should remain in effect for the duration of 
the agreement unless replaced by local agreement or until technological changes 
required their revision. A provision that existing incentives should remain 
unchanged as long as the jobs or operations to which they apply remain unaltered 
is common in labor agreements. We believe that the forthcoming Basie Agree- 
ment at U. S. Steel should again contain such a provision. During the life of the 
1947 Agreement, technological changes enabled the Company to make substantial 
progress in introducing new incentives in place of those which it regarded as 
obsolete. It should be no more hampered by such a clause in the future than it 
was in the past. On the other hand, the suggested limitation would avoid the 
disturbance and the multiplication of disputes which might result from the 
wholesale revision of long established incentives in the absence of any change 
in the operations which they cover. 

When new or changed conditions do require the revision of an incentive, of 
course, the Company should be required to make the revision, just as it was 
required to do under the 1947 agreement. In doing so, it should be free, as we 
have said, to proceed upon the basis of principles and guides of its own selection, 
subject to challenge in the grievance procedure. If such grievances are not settled 
by agreement, we believe that the fairness of the new incentives may properly be 
determined in arbitration. 

The Board of Conciliation and Arbitration, established by the parties to inter 
pret and apply their Basic Agreement to the determination of unsettled griev 
ances, has held that the principles and guides for the setting of incentives which 
are set forth in the May 8, 1946 Agreement had not been incorporated in the 1947 
Basic Agreement and were not binding upon it. As the parties appear to have 
been in dispute over the fairness and adequacy of these principles and guides for 
almost five years, we do not recommend their present incorporation in the Basic 
Agreement. The Corporation should be free to use those principles and guides 
in establishing new incentives if it chooses to do so. The Arbitration Board, on 
the other hand, should be free to test the fairness of the resulting incentives on 
a case by case basis using its own judgment as to their equity. 

As to the new jobs, jobs not presently covered by incentives or jobs covered by 
so-called “submerged” incentives, we believe that management’s discretion in 
installing incentives should be subject to the proviso that if within a stated 
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period after the incentive has been installed, the local parties are not in agree- 
ment as to its continuance, the dispute shall be deemed no longer subject to the 
“no strike” provision of the Basic Agreement, with the further proviso that the 
withdrawal of the incentive by Management and the restoration of the status 
quo would be deemed to terminate the dispute and restore the application of the 
“no strike” clause. 

There remains for consideration only the incentives which were installed dur- 
ing the life of the 1947 Agreement and with regard to which large numbers of 
grievances are pending in the grievance procedure. We suggest that before these 
grievances are brought to arbitration, the parties review them again in the hope 
that the clarification of issues which attends the negotiation of their new agree- 
ment may aid in their resolution. 


OTHER ISSUES 


All other issues not covered by specific recommendations are returned to the 
parties. 
SUMMARY OF RECOMMENDATIONS 


1. General wage rate increase (including job class increment adjustments) 


-~9 
> 


The Board recommends that the parties execute an agreement to June 50, 195: 
providing for an increase in rates of 1214 cents per hour effective as of the expi- 
ration of the contract or the appropriate reopening date for the particular com- 
pany, a further increase of two and one-half cents per hour effective six months 
thereafter, and an additional increase of two and one-half cents effective six 
months after that. 

The Board further recommends that the above adjustments be the only gen- 
eral wage rate adjustments allowed for a period of 18 months commencing as of 
the expiration of the contract or the appropriate reopening date for the par- 
ticular company. 

The Board also recommends that the question of whether to use any part of 
these general wage rate increases for addition to the increment between job 
classes be left to the parties for decision. 

2. Geographical differentials 

The Board recommends that the present ten-cent per hour geographical differ- 
ential now existing in the southern plants of certain companies or divisions be 
reduced by five (5) cents per hour, in accordance with the prior experience 
of the parties. The cost averaged over the employees in basic steel operations is 
a small fraction of a cent. With respect to the other differentials involved in 
the Union’s demand, the Board recommends that the parties settle the matter 
in further negotiations. 

8. Shift differential 

The Board recommends that the shift differential of four cents for the second 
shift be increased to six cents per hour and the differential of six cents for the 
third shift be increased to nine cents per hour, effective as of the first payroll 
period following the issuance of these recommendations, or as otherwise agreed 
upon among the parties. 

4. Holidays with pay 

The contracts in the basic steel industry provide payment of time and one- 
half for work on six named holidays; no pay is provided for holidays not worked. 
The Board recommends that two times the applicable hourly rate or average 
hourly earnings be paid for six named holidays worked and that eight hours 
pay on the same basis be given for the same holidays not worked, effective as 
of the first payroll period following the issuance of these recommendations. It 
is further recommended that the parties incorporate eligibility rules to dete! 
unwarranted extensions of the holidays. 

5. Vacations 

The Board recommends that the requirement of twenty-five years for three 
weeks’ vacation with pay be reduced to fifteen years and that the Union’s other 
demands for increase in vacation benefits be withdrawn. The issues with respect 
to application should be negotiated. 
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6. Saturday and Sunday premium pay 


The recently expired contracts provide for time and one-half for hours worked 
in excess of eight in a workday, forty in a payroll week and work on sixth and 
seventh days, under certain circumstances. The Board recommends that the 
parties’ new agreement provide that, effective January 1, 1953, time and one- 
quarter be paid for all hours of work performed on Sundays, as such. 


7. Guaranteed annual wage 


The Board recommends that the parties undertake a joint consideration of the 
problem during the period of the next contract, with a view to reaching mutual 
understanding by the time of the next negotiation. Such joint consideration will 
result in collective bargaining which alone can find the appropriate solution. 
To facilitate this joint consideration, the parties should agree to use the services 
and advice of a neutral third party or parties. 

8. Severance pay 

Inasmuch as the severance-pay issue is closely related to the guaranteed annual 
wage proposal, the Board recommends that it, and the question of increasing the 
amount of reporting allowance, be considered together by the parties. In that 
connection the Board suggests that the parties consider the desirability of an 
arrangement which would require reasonable notice in advance of layoff or sever- 


ance (other than for cause) and provide reasonable compensation for failure to 
give such notice. 


9. Technological demotions 
The Board recommends that the Union withdraw its demand. 
10, Hours of work and overtime 


The Board recommends that the parties agree upon premium or penalty com- 
pensation for sporadic rescheduling of individuals in violation of contractual 
provisions and for sporadic change in an employee’s starting and quitting time 
to avoid payment of daily overtime. 

The Board also recommends that the parties avoid the working of split shifts 
whenever practicable and that extra compensation in the form of either premium 
pay or reporting allowance be provided to employees compelled to work split 
shifts. 


11. Reporting allowance 


The Board recommends that the Union withdraw this proposal as part of these 
negotiations, but that the parties consider the underlying question in connection 
with the guaranteed annual wage. 


12. Contracting out 

The companies state that it is their deliberate policy to provide work for their 
employees and to use them as much as practicable for all work on the properties 
involved. They assert that they contract work out only when that course is 
required by business conditions such as lack of available time, available equip 
ment, manpower, and the like. Proper execution of this policy is particularly 
important when employees are on layoff. In view of these statements, the Board 
recommends that the Union withdraw this proposal in the current negotiations 


138. Union security 


A majority of the Board recommends that the parties include a union-shop 
provision in their new contracts, the exact form and condition thereof to be 
determined by them in their forthcoming negotiations. The views of the Public 
Members are set forth in an accompanying opinion. 


14. Seniority 


The Board recommends that the contracts provide that the local unions be 
furnished with adequate seniority lists which shall be kept reasonably up to 
date, the details to be worked out by the parties in their negotiations. The 
Board further recommends that the other seniority issues listed by the Panel 
be referred back to the parties for collective bargaining without recommenda- 
tion but with the hope that the comments and suggestions made in the accom- 
panying opinion will aid the parties to resolve them. 


15. Local working conditions, management rights, and job structure 


The Board recommends no change in the existing contractual provisions with 
respect to local working conditions, management rights and job structure as dis- 
cussed in the accompanying opinion. 
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16. Incentives 


The Board refers this issue back to the parties for negotiation. To assist the 
parties in their negotiations, the Board is attaching a copy of the opinion of 
the Public Members of the Panel. 


17. Term of contract 


In the absence of agreement between the parties as to duration, the Board 
recommends that the duration of the contract be eighteen months. 
18. Other issues 

All other issues not covered by specific recommendations are returned to the 
parties, 

[Ep. Nore: The Special Steel Panel which prepared for the Board a summary 
of the parties’ positions on issues in dispute listed the following issues which were 
not covered by Board recommendations: 

1. The union’s request for elimination of a clause in the U. S. Steel agreement 
which provides that an employee may be disciplined for failing to give notice 
of an absence without just excuse. 

2. The union’s request for a broadened definition of the term “employee” in 
steel contracts, which would have the effect of enlarging the union’s bargaining 
rights. 

3. The union’s request for deletion of the clause forbidding union activity on 
company time. 

4. The union’s request for changes in the no-strike clause. 

5. The union’s request for changes in the clause prohibiting discrimination 
on account of union membership to add a ban on discrimination on account 
of race, color, creed, national origin, sex, or any other reason. 

6. The union's request for establishment of an apprenticeship training program, 

7. The union’s request that the jobs for which a learner rate may be estab- 
lished be determined by agreement between the union and the company rather 
than unilaterally by the company.] 


STATEMENT OF THE CHAIRMAN 


Steel is a key product in the national economy. Even in peacetime, a labor 
dispute which threatens an interruption of steel production is of serious national 
coneern, Ina mobilization period, the Government has no choice but to intervene. 

The contract between the steel producers and the United Steelworkers of 
America was about to expire at midnight, December 31, 1951, with no agreement 
for renewal in sight. Collective bargaining and mediation and conciliation had 
failed. A strike seemed inevitable. 

The President had several courses of action open. One was to seek an in- 
junction under the “national emergency” provisions of Title II of the Labor- 
Management Relations (Taft-Hartley) Act of 1947. This procedure insures con- 
tinued production for 80 days at the most. In the iterim, it provides for a Board 
of inquiry with authority to investigate but not to make recommendations for 
settlement. 

A second alternative was to appoint a special board to make recommenda- 
tions in the particular case, as in the 1949 dispute. The wage recommendation 
of such a board, if accepted, would have to be submitted eventually to the Wage 
Stabilization Board for approval. This would mean delay, uncertainty, and 
unrest. 

A third alternative, and the course chosen by the President, was to refer the 
dispute to the Wage Stabilization Board in accordance with Executive Order 
10238. This Order vests the Board with the authority and duty to act where 
the President has found, as here, “that the dispute is of a character which sub- 
stantially threatens the progress of national defense and refers such dispute to 
the Board.” It would not have been feasible, to say the least, for the President 
to have asked the Board to act on the wage issues only and to appoint some other 
board to act on the other issues in dispute. A labor dispute has been graphically 
described as “one package” or ‘‘one ball of wax.” The point was made more 
fully in a brief submitted by the Companies in the present case: * 

“* * * Ultimately it is the total compensation that counts and not the 
form that the compensation takes. During contract negotiations that fact is 


1 Co. Exh, 9, page 23. 
96315—52—pt. 4 28 
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well recognized by the parties, and in some instances the bargain reached may 
take one form and in other instances a different form. Both unions and the 
employees they represent are aware that any contract the unions sign will be 
a package composed of general wage adjustments, fringe items, and noneconomic 
matters. Frequently some demands are compromised to gain more desired goals 
in other directions. Consequently, it is a plain disregard of the facts of collec- 
tive bargaining to emphasize one item to the exclusion of all others.” 

Under Executive Order No. 10233, it is the duty of the Board in cases re- 
ferred to it by the President, to “investigate and inquire into the issues in 
dispute and promptly report to the President thereon with its recommendations 
to the parties as to fair and equitable terms of settlement.” This the Board has 
done. Its procedures have already assured uninterrupted production for 80 days, 
the maximum assured by the Taft-Hartley Act. During this period the parties 
have presented their case fully to an expert tripartite panel consisting of six 
distinguished citizens representing in equal numbers of the public, labor, and 
business and industry. The panel report has been thoroughly considered by the 
similarly constituted 18-man tripartite Wage Stabilization Board. The Board, 
in formulating its recommendations, has had the invaluable advice and assist- 
ance of the panel. No other dispute case in my experience or known to me has 
received more careful, thorough and conscientious consideration in all its aspects. 

This is the first time since 1947 that all provisions of the collective bargaining 
agreements between these parties have been open for review and revision. In 
that period, numerous problems have arisen in the day-to-day administration 
of the contract which require solution by amendment or clarification of their 
terms. The Union demands alone, presented as 22 in number, really involved 
over a hundred issues. The situation clearly called for unusually extensive 
bargaining. Instead, there was vitrually no bargaining. When the case reached 
the Board, not a single one of the Union or employer demands had been settled. 

The issues in this case may, for convenience, be divided into the categories 
of “money issues,” including wage rate increases and fringe adjustments; “con- 
tract issues”; and the issues of union shop and the guaranteed annual wage. 
The so-called “money issues” in this case, though important, are far less com- 
plicated than the so-called “contract issues” which include such thorny problems 
as incentives, seniority and the like. A constructive solution of such problems 
may, for the employer, more than offset the cost of an accompanying wage in 
crease. Conversely, an improper solution may multiply that cost. The worker, 
similarly, stands to gain by a sound and intelligent solution of such problems 
and to lose by indifferent or uninformed treatment. The Board as a whole has 
therefore given most exhaustive attention to this group of issues. I believe its 
recommendations will contribute towards their final settlement. 


THE WAGE ISSUF 


The Union purperted to base its case before the Panel entirely on existing 
regulations.” It requested a wage-rate increase totaling eighteen and one-half 
(1814) cents, which includes three and one-half (314) cents to preserve prior 
increments or pereentage differentials existing between job classes, 

The Companies made no counter proposal, At one time, however, a high Com 
pany official was quoted as saying: * 

“Undoubtedly, the union is entitled under the existing wage stabilization for- 
mula to ask for some increase in wages to cover increases in the cost of living 
since the present wage scale became effective. * * *” 

If the parties had settled the minimum increase allowable under a strict ap 
plication of the Board’s general wage regulations, notably GWR 6 (the 10% 
“catch-up” formula) and GWR 8, Revised (the “cost-of-living” formula) would 
be nine (9) cents, using the Consumers’ Price Index (Old Series) as has been 
customary. The Companies could have paid this amount under the self-admin- 
istering provisions of these regulations, i. e., without petitioning the Board for 
prior approval. 

As the union interprets the two regulations above, the marimum increase pos- 
sible is thirty-four (84) cents, taking into consideration the “base pay period 
abnormality” doctrine of Section 4 of GWR 6 and the “exceptional case” doc- 
trine of Section 5 of GWR 8&8, Revised. An agreement for more than nine (9) 
cents would have had to be submitted to the Board by petition showing why those 
sections of the regulations were applicable. Since no such agreement was made 

2 Union Brief, pages 87-88. 

3’ Daily Labor Report, Dec. 21, 1951, page AA 2. 
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or petition filed, it is speculative what voluntary increase beyond nine (9) cents 
would have been approved under the exceptions to GWR 6 and 8, Revised. Fur- 
thermore, it must be understood that the Board’s wage regulations are per- 
missive only, that is, they are designed simply to tell an employer what he may 
pay, not what he must pay or agree to pay. In a dispute case, the Board is not 
bound to recommend all that its wage regulations and policies permit. On the 
other hand, in either a voluntary or dispute case, the Board is free to take 
whatever action it deems to be fair and equitable and not unstabilizing, whether 
that involves merely an interpretation of its regulations, or requires an excep: 
tion to or a general modification of such regulations. 

The Board has recommended a contract extending to June 30, 1953, with a wage 
increase of 1214 cents, effective for most companies January 1, 1952; 2% cents 
additional effective June 30, 1952, and 24% cents more on January 1, 1953. The 
initial increase is clearly justified under existing policies. The total arrange- 
ment is designed to avoid increase in inflationary pressures through frequent 
wage reopenings and to promote stability in the parties’ relations and in the 
industry. The amounts recommended take into account all the equities and 
arguments advanced by the parties including cost of living, productivity, the 
maintenance of a balanced wage structure, Comparative wage movements in 
other industries, and the recommendation that there be no further wage reopen- 
ings in 1952. The parties are free to determine how the total amount should be 
distributed between general increases and increments between job classes. 


FRINGE ADJUSTMENTS 


The Board’s recommendations on the “fringe items” also are moderate and 
just. The Union’s demands included (a) increased shift premiums, (b) addi- 
tional overtime premium payments, (¢c) paid holidays and increased premium 
pay for holidays worked, (d) increased vacation benefits, (e) increased report- 
ing allowances and (f) premium pay for Saturday and Sunday work. The 
Union produced evidence to show that on most of these items the old contract 
fell short of widely established practices in the American industry. 

The Companies made no counterproposal. In their presentation before the 
panel they proposed that the benefits sought were already included in the rate. 
As they saw it, the steelworkers were at least as well off as other workers who 
enjoyed higher fringe benefits, because their total earnings were higher. They 
stated: * 

“* * * The relative advantage in the form of cash earnings that the steel 
workers have over the workers in most other industries is far more than sufficient 
to offset any of the claimed advantages which the other workers have in the form 
of fringe benefits.” 

The argument as to which groups of workers are better off than others in total 
benefits is an endless one. The Board could not make such a judgment without 
analyzing and comparing job content as between industries, an impossible under- 
taking. The claim that the steelworkers are compensated for lower fringe 
benefits by higher rates cannot be proved by any exact measurement or clear 
evidence of an agreement to that effect. 

The Board has not accepted either the Union’s approach, that the Board should 
at this time recommend new or improved fringe benefits as high and on some 
issues higher than those prevailing anywhere in American industry; neither 
has the Board accepted the Companies’ approach, that there should be no improve 
ment over the 1947 contract because the advantages which other workers 
enjoy are offset by the claimed higher rate of the steelworkers. 

The Board has used as a guide its best estimate of what the parties would 
have agreed to had their negotiations been completed without Government inter- 
vention, again subject to the principles of wage stabilization. It is not con- 
sistent with the bargaining history of this industry or industry generally to 
bring all fringe items up to the highest standards, or necessarily to make an 
adjustment in every fringe item, in one contract negotiation. On the other 
hand, the Companies, while keeping up until recently with wage rate increases 
given to other industries, have from time to time agreed to some fringe adjust- 
ments. Thus it is evident that not all fringe benefits are already “in the rate.” 
The Board has therefore chosen a middle course and has recommended moderate 
adjustments in those fringe benefits which were relatively low as compared with 
established practice in American industry generally. I believe that the Board’s 


ee 


* Companies’ Exhibit 9. 
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recommendations will, on careful analysis, be appraised as reasonable and 
just. 

An exact computation of the cost of the adjustments recommended is im- 
possible. On the one hand, the Company may be able, by rescheduling its 
operations, to reduce the cost of some of the benefits. On the other hand, the 
Company in computing its final costs must include payroll taxes and additional 
pension costs. The following analysis may be helpful in understanding what 
the Board has recommended on the fringe issues. 
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There has been a tendency to assume that even though “fair and equitable” 
as between the parties to this dispute, a settlement involving more than a few 
cents should be avoided because of its possible impact on other industries. This 
assumption is based on the adage that “as steel goes, so goes the country,” and 
the recollection that in World War II that was what happened. It would be 
wrong to assert that a substantial increase in steel wages, even though wholly 
within the Board’s policies, regulations, and precedents, as this recommendation 
is, could be made without some impact on other negotiations, particularly as to 
those industries or companies whose negotiations follow after and are influenced 
by a steel settlement. It would equally be wrong to assert that this dispute 
could be settled without a substantial increase, within the framework of wage 
stabilization. Finally, it would be grossly unfair to the steelworkers if the 
soard were to ignore their equities or to deny the parties the opportunity for a 
reasonable and just settlement, because of its possible impact upon other parties. 

Moreover, the possible impact of a steel wage settlement on wage movements 
today has, in my opinion, been overstated. There are significant distinctions in 
wage patterns today as contrasted with the prestabilization period and World 
War IT. Since World War II, many companies have followed a pattern of bar- 
gaining with their unions quite different from bargaining in steel. This pat- 
tern includes a long-term contract, containing a cost-of-living escalator clause, 
an annual improvement factor or “productivity increase,” a no-strike clause, and 
usually some kind of union-shop provision. Other companies use the cost-of- 
living escalator clause alone and still others prefer wage reopenings at short 
intervals. 

In these and many other areas, all or nearly all of the adjustments permis- 
sible under the Board's regulations have already been used up. Nevertheless, 
much of the argument that a steel settlement will set a pattern for wage de- 
mands which must perforce be granted comes from such areas, I regard this 
as most unfortunate, for it may tend to stimulate demands by workers in those 
areas who will take the argument at face value, although little if any addi- 
tional increases are permissible for them at this time under the Board’s 
regulations. 

To repeat, a realistic appraisal of the situation will show that steel is really 
catching up to increases already granted or fringe adjustments already in effect 
_ in major segments of American industry. The Board's recommendations, there- 
fore, do not set a new pattern or start another round of increases or fringé 
adjustments for industry generally. The same conclusion follows from a com- 
parison of the Steel case of 1942 with the present case. When the former case 
was decided, there were were as yet no regulations, and in fact no wage stabiliza- 
tion program, in existence. The so-called Little Steel Formula permitting a 
15 percent increase in wage rates as of January 1941 levels, actually developed 
out of the 1942 dispute case. The settlement of that case therefore did make 
policy and did establish a pattern for American industry generally. This time, 
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however, the steel dispute occurred after Congress had adopted a wage stabiliza- 
tion program and after the Board had established most of its general regulations 
and policies, It is therefore evident that the steelworkers are “catching up” to 
patterns already established, rather than blazing a new trail. 

I believe that when the steelworkers have had an opportunity -to examine 
carefully the adjustments recommended by the Board and the reasoning in 
support thereof, they will realize that the improvements recommended are sub- 
stantial, even though short of what the steelworkers have thought they deserved. 
As to the companies, an adjustment which initially is fairly within present 
policies and which grows only in moderate amounts consistent with the length 
of the agreements and which provides moderate improvements in fringe benefits 
which have not been adjusted since 1947, can scarcely be considered arbitrary 
or unreasonable. This is especially apparent when it is considered that a wage 
increase of fourteen and one-half (1444) cents or at least thirteen and one-half 
(13%) cents * would be required simply to maintain the real wage rate negotiated 
by the parties in December 1950. 

I am confident that a careful and objective study of the Board’s recommenda- 
tions and the reasons stated therefor will support the conclusion that the Board's 
recommendations provide for “fair and equitable terms of settlement” of the 
so-called money issues. 

UNION SHOP ISSUE 


The feelings expressed by the parties on both issues have been intense. Sim- 
ilar feelings, but much more exaggerated, have been expressed by persons who 
have no immediate connection with the dispute and who, unlike the parties them- 
selves, have made no study of the problems involved. This is unfortunate but 
unavoidable. If people were limited in expression of their thoughts to subjects 
they had studied carefully and objectively, there would be very little written or 
said on most subjects. Freedom of thought and expression are desirable even 
when not completely informed. 

The Board has recommended that the parties incorporate a union shop pro- 
vision in their new contracts. The Public Members joined in this recommenda- 
tion after they found themselves unable to secure a majority in favor of their 
own proposal to return the matter to the parties for collective bargaining with 
the Board to consider the issue further should the parties fail to agree. The 
Public Members thus had to choose between the Industry view that the Board 
should not recommend the union shop in any case and a definite recommenda- 
tion in this case. For the reasons stated in their opinion, the Public Members 
concluded that they could not conscientiously adopt the former view. Having 
rejected that alternative, they decided that fairness and equity in the circum- 
stances of this case required that the union shop be recommended. They left 
to the parties, however, the choice of the specific type. 

The Public Members agree that it is preferable that an issue of this kind be 
settled by collective bargaining rather than Government recommendation. But 
here collective bargaining failed to resolve the issue and the dispute was cer- 
tified to the Board because of its threat to the national defense effort. We 
would fail in our duty under Executive Order 10233 if, instead of considering the 
issue upon the merits, we were simply to announce that in no case would we 
recommend a union shop. 

The Board has returned the guaranteed annual wage issue to the parties for 
collective bargaining without reserving jurisdiction. The Board has, however, 
made certain suggestions which I believe to be constructive. The Board has 
gone as far as it reasonably and intelligently could go in considering the issue 
in connection with the settlement of the current contract dispute. 

In all its recommendations, the Board has sought to arrive at a conclusion 
conforming to its best estimate of what the parties would have arrived at in 
free collective bargaining subject to the principles of wage stabilization. 

The Board’s recommendations on the so-called money issues including the 
general wage increase and fringe adjustments, are well within the Board’s 
regulations and policies, supported by Board action in previous cases, and 
moderate as to amount. They are in all respects “fair and equitable” and 
not unstabilizing. 

The Nation cannot afford a steel shut-down. I believe that with wisdom, 
tolerance, and self-restraint the parties can make use of the Board’s recom- 
mendations in seeking a sensible and constructive settlement of their entire 
dispute. That has been and will remain the sole concern of this Board. 


5 Depending on whether the November 15th or an interpolated December 1 Consumer 
Price Index is used. The last general wage rate increase was effective December 1, 1950. 
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DISSENTING OPINION OF INDUSTRY MEMBERS 


As industry members of the Board we are fully aware of the tremendous 
importance of this case not only to the parties directly involved but to the 
entire country. It has presented the first major test of the Board’s ability, 
first, to operate in the field of labor disputes without doing violence to its 
primary duties as a wage stabilization agency, and second, to recommend “fair 
and equitable” terms of settlement in a case of grave national significance. 

In our considered judgment the majority recommendations fail to meet this 
test in several major respects: 

1. The recommended settlement on the money issues goes beyond the amounts 
permitted by existing Board regulations and policies and would have a major 
inflationary impact on the economy. 

2. The weight of the United States Government has been thrown behind the 
union’s drive to extend the union shop in American industry by exploiting the 
defense emergency. 

3. The recommendations as a whole reflect a conscious and admitted effort 
to recommend terms of settlement which the union would accept. No similar 
effort was made to assure that the terms would be acceptable to the com- 
panies involved. 

4. The Board majority refused to make clear and positive recommendations on 
several issues of great importance to the companies because they were complex 
and could not be intelligently handled before the deadline imposed by the union 
for Board action. 

MONEY ISSUES 


The Industry Members proposed a recommendation for a 9¢ increase in wage 
rates—the maximum permissible under any proper application of Board Regu 
lations 6 and 8. In this connection they were mindful of the fact the move- 
ments in steel wages were the norm used by the Board in developing Regula- 
tions 6 (the ten percent catch-up regulation) and also the norm which the Board 
had in mind in providing for “exceptional case” treatment under Regulation & 
(the cost-of-living formula). 

The norm has now been declared abnormal. The amount of the wage increase 
recommended in this case has been rationalized by the majority rather than 
reasoned out from Board policies and regulations. 

This Board is operating concurrently in two different capacities. On the 
one hand, it is charged under the Defense Production Act with the duty to estab 
lish and enforce wage stabilization policies; on the other, has been charged bj 
the President with the duty to recommend terms for settlement of labor disputes 
The Industry members since the addition of the disputes function, have been 
fearful that its activities in this field would impair its usefulness in wage 
stabilization. The result in this case, in our opinion, confirms these fears. 

The recommended increases in wages and other employee benefits would in 
crease the direct wage costs, as estimated by the steel companies by approxi 
mately 380 cents per employee hour, including increased payroll taxes and 
pension costs. 

This is broken down as follows: 


Direct increase in employ 
ment costs per employer 
hour 

Recommendations — et Re 
Rate of | Costs of 
} imerease | increase 

Cents | Cents 
| 12.5 

General increase in wage rates. _- . =e — 12.5 | 
| 22.5 

Six paid holidays (including double time for holidays worked) | 3.3 | 
Increased vacation benefits (3 weeks after 15 years of service) -- | 6 
Increased shift differentials (6 cents for second shift; 9 cents for third shift) _ 12 
Premium pay for work on Sunday (25% of straight-time rate) sete 23.6 

Reduction of Southern wage differential.................---. .3 | 


Total direct cost per employee 
1 Effective July 1, 1952. 
3 Effective January 1, 1953, 
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The recommendation for a further substantial increase in wage rates ignores 
the fact that the steelworkers are among the highest-paid employees in Ameri- 
can industry, that as recently as 1949 a public panel found that_steelworkers 
then suffered no wage inequities in comparison with workers in other indus- 
tries, and that in the past several years the steelworkers’ earnings have increased 
substantially more than the cost of living, as shown below: 


| 

| Steelwor Kkers BLS con- 
iverage sumers price 
earnings index (new 
(BLS series) 


August 1948 wo acpee 7 — ‘ P 1. 639 
December 1951-- va . ee ee 1, 883 
Percent increase _-_- ; Sekws ; 14.9 


Almost without exception leaders in Government, industry and the economic 
world, as well as in the labor field, have warned of the serious dangers of further 
inflation which would result from a substantial increase in steel wages, in our 
opinion, the money increase recommended by the majority would fulfill these 
predictions. 

As a result of these recommendations under union pressure the Board's reg- 
ulations, which were initially formulated as ceilings on wage increases per- 
missible without Board approval, have now become floors for even higher in- 
creases in dispute cases. Such a policy will discourage voluntary collective 
bargaining by assuring labor unions that they can obtain more through carrying 
their disputes to the Board than by settling them in direct negotiations with the 
employers. 

Some of the fringe adjustments recommended are not, by themselves incon 
sistent with Board policy. But they are super-imposed upon what the Industry 
Members consider an arbitrary and excessive wage increase. For this reason 
the Industry Members find it impossible to concur in any such fringe recom- 
mendations. 

The most clearly unjustifiable and unstabilizing is the proposal for premium 
pay for time worked on Sunday as such. Despite the existence of this type of 
premium in manufacturing industries, generally for a number of years it has 
never become characteristic of processes where Sunday work is recognized as 
normal and unavoidable. Its introduction into basic steel would be not only a 
large cost item but could be expected to have a serious unstabilizing effect in all 
similarly situated industries. 

It was recommended that the guaranteed annual wage be given study by the 
parties during the next contract period. The Industry Members of the Board 
felt compelled to vote for this recommendation in the light of the possible alterna- 
tives. We did so, however, only on the basis of a clear statement on the record 
by the Public Members that the Board’s action in adopting the recommendation 
“does not necessarily constitute a recommendation for or against the guaranteed 
annual wage as such.” 


UNION SHOP 


The Industry Members are unanimous that, whatever may be the merits of 
the Union Shop as a feature of labor-management relations, they could be 
realized only after the parties to the contract enter into them of their own free 
choice without the pressure of Governmental intervention. 

In their minds there is a sharp distinction between the technical question of 
whether the Board has “jurisdiction” over the issue, and the question of what 
is the wisest way for the Board to treat that issue when it comes before it. 

The Industry Members position is that this Board could not properly recom- 
mend either for or against the union shop, but should leave it where the statutes 
place it—in the field of free collective bargaining. In arguing that its action is 
consistent with legislative policy the Board does not merely ignore, but perverts 
the clear intent of Congress, namely, that,employers and employees may volun- 
tarily agree to a union shop but that the Government should not by order or 
recommendation attempt to force that result. 

It is fair to state that the policy of the United States Government as expressed 
in the laws of Congress is neutral on the subject, leaving that question for the 
parties to decide. 
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This Board cannot escape the fact that its recommendations are regarded by 
American Industry and labor generally as representing the opinion of Govern- 
ment in labor-management disputes. The effect of the action in this case is to 
throw the weight of Government behind the union drive for union shop, despite 
the expressed neutrality of Congress. 

The Industry Members disagree with the majority, however, because they are 
conscious of a number of other facts which have not received sufficient weight 
and which in their minds are conclusive. 

First, whatever beneficial effects may be thought to flow from union-shop 
arrangements they cannot be realized if such agreements are made unwillingly 
as the result of coercion by Government. 

Second, this union and other unions before the Board with similar issues have 
bargained with the employers involved for years without securing union-shop 
arrangements and there is no reason to believe that they would not have done 
so again at this time were it not for the availability of the Board’s services. 

Third, a decision to pass on the merits of the issue will result in the creation 
of many disputes cases which otherwise would be voluntarily settled. It is our 
opinion that the policy adopted by the Board in this case will cause more labor 
disputes than it will settle. 

The Public Members point out that the Industry Members did not support their 
motion to refer the matter back to the parties for collective bargaining, with the 
Board to retain jurisdiction over the issue of handling if the parties did not 
reach agreement within a specified time (which time was proposed to be March: 
31). We declined to support this motion not only because it was inconsistent 
with our position but also because the Public Members had already made it clear 
in a proposed statement that if the issue was returned they would recommend 
some form of improved union security arrangement. Under these circumstances 
the proposal amounted to no more than affording an opportunity for the employers 
to agree to such an arrangement before the Board recommended it. 


OTHER ISSUES 


The Public and Labor Members have failed to recommend the denial of a 
number of union proposals which in a variety of ways would severally restrict 
the ability of management to operate the steel plants in an efficient, economical, 
and safe manner, and to pass on the merits of certain proposals by the steel 
companies with respect to procedure for setting incentive wage rates and wit! 
respect to their rights to manage their plants. It is significant that despite the 
Board’s majority insistence that the union-shop issue could not be sent back for 
negotiation without recommendation, exactly that action was taken with respect 
to a number of these issues which were of major importance to the companies 
This action by the Board clearly was attributable to two factors: The issues were 
relatively complex and could not be dealt with at length by the Board within the 
time limits imposed by the union upon its deliberations. Second, the publi: 
members were unwilling to make any recommendations which they believed 
might lead the union to reject the recommendations as a whole. No comparable 
consideration was given to the acceptability of this package by the companies 
involved. The Industry Members feel very strongly that the approach to disputes 
settlement thus reflected cannot and did not result in a recommendation of 
terms of settlement which were fair and equitable to the parties to this dispute 


OPINION OF LABOR MEMBERS 


The Board’s recommendations have not given recognition to many of the 
Union’s requests or to the compelling arguments which supported those requests 
Nevertheless, in keeping with labor's traditional sense of social responsibilit) 
and its devotion to the overriding needs of our country, we voted for most of 
the resolutions offered by the Public Members of the Board. 

We voted in favor of the Public Members’ proposals regarding the genera! 
wage increase only in this spirit. A wage increase of 16¢ an hour would have 
been required on January 1 of this year simply to enable the steel workers to 
catch up with their increase in cost of living since their last contract was ne 
gotiated. The Board’s recommendations would provide only a 12%¢ general 
wage increase; and even after July 1, 1952, the additional increase recommended 
would still leave the Steelworkers 1¢ an hour short of the increase which has 
already taken place in the cost of living. 





d by 
fern- 
is to 
spite 


are 
“ight 


shop 
ngly 


have 
shop 
lone 


ition 
} our 
abor 


their 
1 the 

not 
arc: 
stent 
‘lear 
nend 
nees 
vers 


of x 
trict 
‘ical, 
steel 
wit! 
> the 
¢ for 
spect 
nies 
were 
1 the 
ablic 
eved 
“able 
inies 
utes 
n of 
pute 


the 
ests 
ility 
st of 


1eral 
have 
rs to 
s he 
eral 
nded 
_ has 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 2395 


Furthermore, the Public Members of the Board have admitted that the Steel- 
workers are entitled to recognition for their contribution to the consistently 
increasing productivity of the industry, which, by the industry’s own figures, 
approximates 3% annually. This amount alone applied to the Steelworkers’ 
wage rates would justify an additional wage increase of 5'4¢ per hour for each 
year since 1950. Even after the 244¢ to be paid on January 1, 1953, is added 
to the wage increases, the Steelworkers will not have received full recognition 
for the rise in the cost of living which has already taken place and the increased 
productivity of the industry, since the total recommendation of 17%4¢ falls far 
short of covering these factors. Moreover, the Steelworkers, under the Board's 
recommendations, are not protected against the hazards of further increases in 
the cost of living during the 18 months of the new contracts because the recom- 
mendations would foreclose use of the six month wage reopenings customarily 
permitted by the Board for this purpose. Yet, we have voted for this inadequate 
wage increase proposal in order to assure the steel production our nation must 
have. 

For this same reason we also voted with the Public Members on other issues 
although their proposals are not, in our judgment, adequate to meet the situa- 
tion. Thus, we voted to eliminate 5¢ of the geographical wage differentials but 
to retain the remaining 5¢, although nothing in the record offers any justifica- 
tion for the retention of any differential. 

Similarly the Board has recommended that the longstanding inequity suffered 
by the Steelworkers through the denial to them of premium pay rates for Satur- 
day and Sunday work be fully retainel. The proposal that only after January 1, 
1953, shall they receive a meager concession of 4 time premium pay for Sunday 
work, is a far cry from the double time for Sunday work and time and one-half 
for Saturday work now generally enjoyed by American workers. Nevertheless, 
we have reluctantly voted for this recommendation. 

Public interest, of course, will focus on the Board’s wage recommendations, 
However, there were submitted to the Board approximately 100 other issues 
relating to working conditions of vital importance to the employees in the 
industry. These working conditions have far reaching economic and social sig- 
nificance. By the Presidential certification to the Board, the Board was man- 
dated to make recommendations on all issues in dispute. This the Board has 
failed to do, by a vote of the Public and Industry members of the Board. 

We are keenly disappointed by this action of the Board in failing to recommend 
long overdue improvements in the working conditions of Steelworkers. Steel 
contracts have not been subject to negotiation on these conditions for 5 years. 
During this period other American workers have made substantial gains in im- 
proving contract provisions under which they work. However, we have ac- 
quiesced in the Board’s total recommendations in the spirit of genuine tripar- 
titism and with the profound conviction that the time is surely not far off when 
the Steelworkers will win correction of these industrial abuses. 

Among the significant issues on which the Board has failed to recommend a 
basis for resolving the dispute is the Union’s request for a guaranteed annual 
wage. This vital issue is returned to the parties for future study and negotia- 
tions, notwithstanding that this matter has been the subject of a prior study 
recommended by a prior governmental Board. We had no choice but to vote for 
this unsatisfactory recommendation since the alternative would have been a vote 
of the Public and Industry members completely rejecting any consideration of 
this vital issue. 

Surely it must be recognized that the action of the Board in recommending 
the union shop for the steel industry was the only possible answer to the stubborn 
unwillingness of this industry to give to the Union of its employees the same kind 
of recognition and protection which has been accorded by most of American in- 
dustry, and which has already been recommended by a public board to the na- 
ion’s railroad industry. This Board could do no less. 

The reaction of the Industry Members to the recommendations is surprising 
to us in light of the modest recommendations proposed by the Public Members 
and made by the Board. 

We voice the hope, that on reflection, the moderate character of the Board's 
recommendations and the force of public opinion will compel the steel industry 
to meet its obligations to the national interest by expeditiously negotiating new 
contracts with the Union on the basis of the Board’s recommendations. 
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APPENDIX I 
REQUEST FOR MAINTENANCE OF PRODUCTION 


DECEMBER 22, 1951. 
The President of the United States, pursuant to Executive Order 10233, has 
referred to the Wage Stabilization Board the disputes between the United Steel- 
workers of America, CIO, and various companies in the steel industry including 
your company and subsidiaries. It is the duty of the Board to investigate and to 
inquire into the issues in dispute and promptly report to the President thereon 
with recommendations to the parties as to fair and equitable terms of settle- 
ment. Paragraph. The Board requests the companies to maintain normal work 
and production schedules and the union to instruct its members to remain at 
work while the matter is before the Board. Please wire me what steps are 
being taken to comply with this request. Paragraph. In order to expedite the 
case the Board will meet soon with representatives of the parties to determine 
the necessary procedures for hearings in the merits of the disputes. You will 
receive notice of such meeting shortly. Meanwhile the Board’s disputes director, 
Frank M. Kleiler, will be available to confer with representatives of the parties 

in connection with any preliminary questions which may arise. 
NATHAN P. FEINSINGER, Chairman. 


{|The above telegram was sent to the following parties :] 

John A. Stephens, Vice President, United States Steel Corp., 525 William 
Penn Place, Pittsburgh, Pa. 

John M. Larkin, Vice President, Bethlehem Steel Corporation, 701 East Third 
Street, Bethlehem, Pa. 

©. R. Hook, President, Armco Steel Corporation, 702 Curtis Street, Middletown, 
Ohio. 

Charles M. White, President, Republic Steel Corporation, Republic Building, 
Cleveland, Ohio. 

Benjamin Moreell, President, Jones & Laughlin Steel Corp., Third Avenue and 
Ross Street, Pittsburgh, Pa. 

Frank Purnell, President, Youngstown Sheet & Tube Co., 44 Central Square, 
Youngstown, Ohio. 

William W. Holloway, President, Wheeling Steel Corporation, 1134 Market 
Street, Wheeling, W. Va. 

Clarence R. Randall, President, Inland Steel Company, 38 South Dearborn 
Street, Chicago, Il. 

Henry A. Roehmer, Jr., President, Sharon Steel Corporation, South Irving 
Avenue, Sharon, Pa. 

DECEMBER 22, 1951. 
GEORGE R. FINK, 
President, Great Lakes Steel Corp., 
Tecumseh Road, Ecorse, Mich.: 

The President of the United States, pursuant to Executive Order 10233, has 
referred to the Wage Stabilization Board the disputes between the United Steel- 
workers of America, CIO, and various companies in the steel industry including 
your company. It is the duty of the Board to investigate and to inquire into the 
issues in dispute and promptly report to the President thereon with recommen- 
dations to the parties as to fair and equitable terms of settlement. Paragraph. 
The Board requests the companies to maintain normal work and production 
schedules and the union to instruct its members to remain at work while the 
inatter is before the board. Please wire me what steps are being taken to comply 
with this request. Paragraph. In order to expedite the case the Board will 
meet soon with representatives of the parties to determine the necessary pro- 
cedures for hearings on the merits of the disputes. You will receive notice of 
such meeting shortly. Meanwhile the Board’s disputes director, Frank M. 
Kleiler, will be available to confer with representatives of the parties in con- 
nection with any preliminary questions which may arise. 

NATHAN P. FEINSINGER, 
Chairman, Wage Stabilization Board. 

The President of the United States, pursuant to Executive Order 10233, has 
referred to the Wage Stabilization Board the disputes between the United States 
Steel Workers of America, CIO, and various companies in the steel industry, 
including your company. It is the duty of the Board to investigate and to inquire 
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into the issues in dispute and promptly report to the President thereon with 
recommendations to the parties as to fair and equitable terms of settlement. 
Paragraph. The Board requests the companies to maintain normal work and 
production schedules and the union to instruct its members to remain at work 
while the matter is before the Board. Please wire me what steps are being taken 
to comply with this request. 
NATHAN P. FEINSINGER, 
Chairman, Wage Stabilization Board. 

DECEMBER 26, 1951. 

(The above telegram was sent to the following parties :) 

Cleveland Cliffs Iron Co., Union Commerce Building, Cleveland, Ohio. 

Butler Brothers, M. A. Hanna Company, Operating Agents, Nashwauk, Minn. 

Douglas Mining Company and M. A. Hanna Company, Operating Agents, Chis- 
holm, Minn. ‘ 

Hanna Coal & Ore Corp. & M. A. Hanna Company, Operating Agents, Iron 
River, Mich. 

Richmond Iron Company and M. A. Hanna Company, Operating Agents, Pal- 
mer, Mich. 

Hanna Ore Mining Company and M. A. Hanna Company, Operating Agents, 
Keematin, Minn. 

Lerch Brothers, Inc., Crosby, Minn. 

R. Maturi Corporation, Chisholm, Minn. 

Montreal Mining Company (Oglebay, Norton & Co., Agent), Montreal, Wis. 

W. S. Moore Company, Hibbing, Minn. 

North Range Mining Company, Megaunee, Mich. 

Biwabik Mining Company, Biwabik, Minn. 

Corsica Lron Company, Biwabik, Minn. 

Crete Mining Company, Hibbing, Minn. 

Cuyuna Ore Company, Ironton, Minn. 

Erie Mining Company, Aurora, Minn. 

Hoyt Mining Company, Hibbing, Minn. 

James Mining Company, Iron River, Mich. 

Lake Mining Company, Biwabik, Minn. 

Mahoning Ore & Steel Co., Hibbing, Minn. 

Odanah Iron Company, Hurley, Wis. 

Pickands Mining Company, Iron River, Mich. 

Plymouth Mining Company, Wakefield, Mich. 

Puritan Mining Company, Bessemer, Mich. 

Sagamore Ore Mining Co., lronton, Minn. 

Sunday Lake Iron Company, Wakefield, Mich. 

Balkan Mining Company, Bovey, Minn. 

Bennett Mining Company, Keewatin, Minn. 

Detroit Steel Corporation, 1025 South Oakwood Avenue, Detroit 9, Mich. 

Firth Sterling Steel & Carbide Corporation, McKeesport, Pa. 

Granite City Steel Company, Granite City, Ill. 

Hanna Furnace Corporation, Buffalo, N. Y. 

Newport Steel Corporation, Ninth & Lowell Streets, Newport, Ky. 

Northwestern Steel & Wire Co., Sterling, IL. 

Rotary Electric Steel Company, Box 90, Detroit 20, Mich. 

Shenango Penn Mold Co. and Shenango Furnace Company, 812 Oliver Building, 
Pittsburgh, Pa. 

Alan Wood Steel Company & Subsidiaries, Conshohocken, Pa. 

Copperweld Steel Company, Glassport, Pa. 

Continental Copper & Steel Industries, Inc., Braeburn, Pa. 

Taylor Forge & Pipe Works, 735 West 14th Street, Cicero, ILL. 

Copperweld Steel Company, Warren, Ohio. 

A. M. Byers Company, Clark Building, Pittsburgh, Pa. 

Colorado Fuel & Iron Corp., 575 Madison Avenue, New York, N. Y. 

Crucible Steel Co. of America, 405 Lexington Ave., New York 17, N. Y. 

littsburgh Steel Company, 1600 Grant Building, Pittsburgh, Pa. 

Valley Mould and Iron Corp., Hubbard, Ohio. 

Allegheny Ludlum Steel Corp., 2020 Oliver Building, Pittsburgh, Pa. 

Claymont Steel Corporation, Claymont, Del. 

Charleson Iron Mining Co., Virginia, Minn, 

Utica Mining Company, Hibbing, Minn. 

Vermillion Mining Company, Ely, Minn. 
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St. James Mining Company (Colebay Morton & Co., Mgr.), Aurora, Minn. 

Continental Steel Corp., Kokomo, Ind. 

Follansbee Steel Corp., Follansbee, West Va. 

Latrobe Electrie Steel Company, Latrobe, Pa. 

Universal-Cyclops Steel Corp., Bridgeville, Pa. 

Vulcan Crucible Steel Company, West Aliquippa, Pa. 

Lukens Steel Company, Coatesville, Pa. 

Stanley Mining Company, Biwabik, Minn. 

Vernona Mining Company, Iron River, Mich. 

Youngstown Mines Corp., Bessemer, Mich. 

Snyder Mining Company, Hibbing, Minn. 

Ozark Ore Company and M. A. Tanna Company, Operating Agents, Iron 
Mountain, Mo. 

DECEMBER 29, 1951. 

The President of the United States, pursuant to Executive Order 10233, has 
referred to the Wage Stabilization Board the disputes between the United Steel- 
workers of America, CIO, and various companies in the steel industry, including 
your company. It is the duty of the Board to investigate and to inquire into 
the issues in dispute and promptly report to the President thereon with recom- 
mendations to the parties as to fair and equitable terms of settlement. Para- 
graph. The Board requests the companies to maintain normal work and pro- 
duction schedules and the Union to instruct its members to remain at work while 
the matter is before the Board. Please wire me what steps are being taken to 
comply with this request. Paragraph. The Board will hold a meeting at 10: 00 
A. M., Monday, January, 8, 1952, in the auditorium of the Federal Security 
Building, North, Fourth and Independence Avenue, S.W., Washington, D. C., 
for the purpose of determining procedures for hearings on the merits of the dis- 
putes. In referring the disputes to the Board the President suggested that the 
Board direct its attention in the first instance to disputes involving the named 
companies and the Board is requesting those ten companies to be represented. 
Although your company is not among these ten, you are also invited to have 
representatives present. Meanwhile, Frank M. Kleiler, disputes director, Wage 
Stabilization Board, Washington, D. C., will be available to confer with the 
parties concerning details of agenda for meeting on January 7 before the Board. 
If you desire to appear at the January 7 meeting, please advise Mr. Kleiler 
promptly. 

NATHAN P. FEINSINGER, Chairman. 

| The above telegram was sent to the following parties : | 

American Chain & Cable Co., Page Steel & Wire Division, Monessen, Pa. ; 230 
Park Avenue, New York City. 

Babcock & Wilcox Tube Co., Beaver Falls, Pa. 

Borg-Warner Corporation, 310 South Michigan Avenue, Chicago, Il. 

American Locomotive Co., Auburn, New York; 30 Church Street, New York 
City. 

National Supply Company, 1400 Grant Building, Pittsburgh, Pa. 

Rheem Manufacturing Co., Bayonne, N. J.; Cresley Avenue & S. P. R. R., 
Richmond, Calif. 

McClouth Steel Corp., Detroit, Mich. 

Reeves Steel & Manufacturing Co., Dover, Ohio. 

Pacific States Steel Corp., Hiles, Calif. 

John A. Roebling’s Sons Co., Trenton, N. J. 

Harrisburg Steel Corporation, Milton, Pa. 

Oregon Steel Mills, Portland, Oreg. 

Judson Steel Corporation, Emeryville, Calif. 

H. K. Porter Company, Inc., McKees Rocks, Pa. 

Heppenstall Company, Pittsbrugh, Pa. 

Joslyn Manufacturing & Supply Company, Fort Wayne, Ind. 

Northeast Steel Rolling Mills, Inc., Seattle, Wash. 

Vanadium Alloys Steel Co., Monaca, Pa. 

Eastern Stainless Steel Co., Baltimore, Md. 

Woodward Iron Company, Woodward, Ala. 

Pittsburgh Coke & Chemical Co., Neville Island, Pa. 

Interlake Iron Corp., Chicago, Ill. 

E. J. Laving & Company, Plymouth Meeting, Pa. 

Stanley Works, Bridgeport, Conn. 

Atlantic Steel Company, Atlanta, Ga. 

Ohio River Steel Corp., Toronto, Ohio. 
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REQUEST TO UNION TO WITHHOLD STRIKE 


December 22, 1951. 
Mr. PHILLIP Murray, 


President, Congress of Industrial Organizations, 
1500 Commonwealth Building, Pittsburgh, Pa.: 


The President of the United States, pursuant to Executive Order 10233, has 
referred to the Wage Stabilization Board the disputes between the United Steel- 
workers of America, CIO, and various companies in the steel industry. It is the 
duty of the Board to investigate and to inquire into the issues in dispute and 
promptly report to the President thereon with recommendations to the parties 
as to fair and equitable terms of settlement. Paragraph. The Board requests 
the companies to maintain normal work and production schedules and the Union 
to instruct its members to remain at work while the matter is before the board. 
Please wire me what steps are being taken to comply with this request. Para- 
graph. In order to expedite the case the Board will meet soon with representa- 
tives of the parties to determine the necessary procedures for hearings on the 
merits of the disputes. You will receive notice of such meeting shortly. Mean- 
while the Board’s disputes director, Frank M. Kleiler, will be available to confer 
with representatives of the parties in connection with any preliminary questions 
which may arise. 

NATHAN P, FEINSINGER, 
Chairman, Wage Stabilization Board. 


SELECTED TYPICAL REPLIES TO WSB TELEGRAMS 


DECEMBER 27, 1951. 
NATHAN P. FEINSINGER, 


Chairman, Wage Stabilization Board: 


In reply to your wire of December 22 I wish to advise you that the Interna- 
tional Wage Policy Committee of the United Steelworkers of America, CIO, in its 
meeting today at Pittsburgh, Pennsylvania, authorized and directed the mem- 
bers of the United Steelworkers of America to continue at work under the terms 


and conditions of the contracts with the various companies in steel industry 
which expire on December 31, 1951, until the special international convention of 
the union which convenes on January 3, 1952, at Atlantic City has made an 
appropriate answer to the request of the President of the United States that the 
union remain at work pending a hearing on the merits of the case before the 
Wage Stabilization Board and that answer has been communicated to the Presi- 
dent at which time we will promptly further advise you respectfully. 


PHILIP Murray, 
President, United Steelworkers of America, Pittsburgh, Pa. 
DECEMBER 26, 1951. 
NATHAN P, FEINSINGER, 

Chairman, Wage Stabilization Board: 
Referring to your wire of December 22, 1951, the U. S. Steel Subsidiaries in 
the steel industry which are involved in the dispute with the United States Steel 
Workers will attempt to maintain normal work and production schedules in 
accordance with your request the companies will post work schedules in accord- 
ance with prevailing practice for the period beyond December 51, 1951 unless it is 
clear by December 28 however that employees will report for work after midnight 
December 31 such facilities as coke plants and blast furnaces must for their 
protection be shut down gradually commencing not later than December 28. 


JOHN A, STEPHENS, 
Vice President, U. S. Steel Company, Pittsburgh, Pa. 
DECEMBER 22, 1951. 
NATHAN P, FEINSINGER, 
Chairman, Wage Stabilization Board: 
Re your telegram of today’s date, we will make every effort to maintain normal 
work and production schedules. 
BETHEHEM STEEL Co., 
By J. M. Larkin, Vice President. 
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DECEMBER 23, 1951. 
NATHAN P. FEINSINGER, 
Chairman, Wage Stabilization Board: 

In reply to your telegram, advising that the steel wage dispute has been refer- 
red by the President to the Wage Stabilization Board and requesting that opera- 
tions in the steel industry continue uninterrupted you are advised that unless 
the union by action of its officers and members force a shutdown in operations the 
plants of Republic Steel Corporation and subsidiaries will be kept open and work 
will be available under existing contract provisions for all employees who report 
for work on and after midnight, December 31st and until the dispute is ended. 


C, M. WHITE, 
President, Republic Steel Corporation. 
DecempBer 24, 1951. 
NATHAN P. FEINSINGER, 
Chairman, Wage Stabilization Board: 

Retel December 22 fully conscious of our responsibility to all employees, share- 
holders, people of our communities, and the national defense program the man- 
agement of Sharon Steel Corporation is anxious to keep all plants in full opera- 
tion. Consistent with this policy, we have met with representatives of the union 
and suggested to them that we continue in full operation. In view of our willing- 
ness to treat our employees no less favorable than the national pattern, we feel 
that nothing will be gained by a work stoppage in our plants. You are assured 
of our earnest cooperation in any effort to bring about an appropriate solution of 
the problems presented. 

H. A. RoeMer, Jr., 
President, Sharon Steel Corp. 
DECEMBER 31, 1951. 
NATHAN P. FEINSINGER, 
Chairman, Wage Stabilization Board: 

Reurtel on steel wage dispute. While we do not believe we are directly 
involved in current wage dispute between basic steel industry and United Steel- 
workers of America we do have wage negotiations with Steelworkers opening in 
January and our operations are likely to be affected by whatever is done in 
current dispute. We plan to continue normal production schedules as long as 
possible. 

RHEEM MANUFACTURING CO., 
By Rospert G. BELOTE, 





APPENDIX IT 
COMPANIES’ LETTER REGARDING PROCEDURE 


JANUARY 7, 1952. 
NATHAN P, FEINSINGER, 
Chairman, Wage Stabilization Board, 
Washington, D. C.: 

At a meeting of the Wage Stabilization Board on January 7, the Chairman 
requested Mr. John A. Stephens to assist it by marshalling the views of Company 
representatives present with respect to the procedures suggested by the Chairman 
and the Chairman's request for cooperation in the hearings to follow. 

Mr. Stephens met on Monday afternoon with representatives of the Companies 
enumerated on the attached list. These Company representatives confirmed 
their desire to cooperate with the Board and Panel to the maximum extent 
consistent with the opportunity of each individual Company to present the facts 
and arguments it considered necessary in accordance with the assurance con 
tained in the December 22, 1951, statement of the President of the United States 
and the Chairman’s statement of January 7, 1952. 

The Companies authorized a Coordinating Committee to give practical ex- 
pression to their cooperative intent by the presentation of consolidated state- 
ments where such are possible, without, however, relinquishing the opportunity 
of any Company to supplement or take exception to such consolidated statements, 
should that Company’s judgment suggest such action. 
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Questions were raised concerning inclusion on the lists distributed by the 
Disputes Director to the morning meeting of certain plants, companies, and 
units of employees. The conclusion, however, appeared to be that each Company 
considering that a problem was presented by such lists would endeavor to com- 
pose the problem by conference with the Union. Problems not resolved in this 
fashion might later be presented to the Panel or the Board. 

A number of Companies mentioned that among the Union's twenty-two de- 
mands, some were not applicable and where applicable in one given situation 
would not necessarily apply in another in the same Company. In other words, 
the labor agreements and circumstances surrounding the agreements differ as 
among the Companies and in some instances as between the units of a given 
Company. 

It was not considered essential that these differences be now specified in 
detail; when recommendations are made by the Board to the President and if 
and when accepted in whole or part by any Company, the Company will the: 
have to determine in the light of circumstances applicable to each of its units, 
whether and to what extent such recommendations will be used in arriving at a 
new labor agreement. 

[The above letter was signed by the following companies: | 

Acme Steel Company, Alan Wood Steel Company, Alleghany Ludlum Steel 
Corporation, American Chain & Cable Co., Inec., Armco Steel Corporation, Bab- 
cock & Wilcox Company, Bethlehem Steel Corporation, Borg-Warner Corpora- 
tion, Byers, A. J. Co., Claymont Steel Corporation, Colorado Fuel & Iron Corp., 
The; Copperweld Steel Company, Crucible Steel Company of America, Detroit 
Steel Corporation, Eastern Stainless Steel Corporation, Follansbee Steel Corpo- 
ration, Granite City Steel Company, Great Lakes Steel Corporation, Inland Steel 
Company, Jones & Laughlin Steel Corp., Lukens Steel Company, Newport Steel 
Corporation, Northwestern Steel & Wire Co., Pittsburgh Steel Company, Reeves 
Steel & Mfg. Co., Republic Steel Corporation, Roebling, John A. Sons Co., Sharon 
Steel Corporation, Shenango Penn Mold Co., United States Steel Company, Uni- 
versal-Cyclops Steel Corp., Valley Mould & Iron Corp., Wheeling Steel Corpora- 
tion, and The Youngstown Sheet & Tube Co. 


APppENpDIX ITI 


APPEARANCES AT PANEL HEARINGS 
Union: 
United Steelworkers of America, CIO: 
Philip Murray, President 
David J. McDonald, Secretary-Treasurer 
James G. Thimmes, Vice President 
Arthur J. Goldberg, General Counsel. 
Companies : 
Aeme Steel Company—Chicago Division, Chicago, Ill. : 
H. L. Bills 
L. C. Shaw, Attorney 
John ©, Gall, Attorney. 
Allegheny Ludlum Steel Corporation, Pittsburgh, Pa. : 
E. J. Hanley, President 
Roger S. Ahlbrandt, Treasurer 
Clark W. King, Exec. Vice President 
Cc. B. Pollack, Vice President 
W. J. Kyle, Counsel 
J. E. Groves, Industrial Relations Director 
David Buerger. 
American Chain and Cable Company, New York City (Monessen, Pa.) : 
E. J. Williams, Vice President, Operations 
W. J. Combs, Labor Relations Director. 
American Locomotive Company, New York City (Auburn, N. Y.): 
William Margolis, Consultant 
W. J. Bolte, Counsel 
F. A. Loeffler, Manager, Labor Relations 
N. E. Flodin, Manager, Latrobe, Pa., Plant. 
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Armco Steel Corporation, Middletown, Ohio: 
>. J. Petzhold 
R. G. Adair 
C. H. Murray. 
Atlantic Steel Co., Atlanta, Ga., Ralph Williams, Attorney. 
Babeock & Wilcox Tube Company, Beaver Falls, Pa.: 
Luke EK. Sawyer 
Edward A. Livingstone 
Paul J. Utnehmer 
J. H. Goodworth 
John Laughlin 
Charles C. Hewitt, Attorney 
Bethlehem Steel Company, Bethlehem, Pa.: 
J: M. Larkin, Vice President 
K. L. Houck, Asst. to Vice President 
J. H. Morse, Counsel 
A. M. Byers Company, Pittsburgh, Pa., Y. W. Marriman 
Borg-Warner Corporation, Calumet Steel Division, Chicago, IL: 
W. B. Caldwell, Pres. 
Owen. Fairweather, Attorney 
Borg-Warner Corporation, Franklin Steel Division, Franklin, Pa.: William 
F. Howe, Attorney 
Claymont Steel Corporation, Claymont, Delaware (Sub. Colorado Fuel & 
Iron): P. Otis Zwissler, Manager, Industrial Relations 
Colorado Fuel & Iron Corporation, New York City: 
Howard J. Jones, Manager, Industrial Relations 
Howard Holtzman, Counsel 
Henry E. Kelley, Counsel 
Copperweld Steel Company, Warren, Ohio, and Glassport, Pa: 
C. W. Holmquist, Exec. Vice President, Steel Division, Warren, Ohio 
J. W. Kennedy, Asst. to Exec. Vice President, Warren, Ohio 
M. J. Mahoney, Secretary, Glassport, Pa. 
Crucible Steel Company of America, New York: Seward H. French, Jr., Asst 
to President 
Detroit Steei Corporation, Detroit, Mich.: Duncan Baxter, Vice President, 
Industrial Relations 
Eastern Stainless Steel Company, Baltimore, Md.: Carl F. Schier, Jr., Per 
sonnel Director 
Empire Steel Corporation, Pittsburgh, Pa. (Sub. Reeves Steel & Mfg. Co.) : 
Clifford A. Weisel 
William B. Paul, Attorney 
Follansbee Steel Corporation, Pittsburgh, Pa., Follansbee, W. Va.: 
J. R. Tench, Director Industrial Relations 
©. H. Manion, Vice President, Operations 
Wm. B. Paul, Attorney 
Ray Booth 
Granite City Steel Company, Granite City, IIl.: 
Miss Lillian B. Green, Exec. Asst. to President 
John R. Hundley, Director, Industrial Relations & Personnel 
Great Lakes Steel Corporation, Detroit 29, Michigan (Sub. National Ste: 
Corp.) : 
J. J. Jeffrey, Vice President 
H. C. Burton 
B. A. Burdick 
John M. Baker 
Hannah Furnace Corporation, Buffalo, N. Y.: 
J. J. Jeffrey 
H. C. Burton 
John M. Baker (Great Lakes Steel) 
Interlake Iron Co., Cleveland, Ohio: 
Lee C. Shaw, Attorney 
John C. Gall, Attorney 
Inland Steel Company, Chicago, IL: 
L. B. Hunter, Manager, Industrial Relations 
R. A. Graney, Asst. Gen’l Supt., Labor Relations, Bast Chicago, Ind. 
W. H. Lowe, Asst. Treasurer 
William F, Price, Attorney 
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Jones & Laughlin Steel Corporation, Pittsburgh, Pa.: 
W. R. Elliott, Vice President, Employee and Public Relations 
H. Parker Sharp, Vice President, Legal and Corporate affairs 
G. E. Flaccus, Jr., Attorney 
Lukens Steel Company, Coatesville, Pa.: 
W. Roy Widders 
R. G. Bloom 
National Supply Company, Pittsburgh, Pa.: Frank J. Donaghue, Director, In- 
dustrial Relations Division 
Newport Steel Corporation, Newport, Ky.: J. F. Sandhas, Director, Industrial 
Relations 
Northwestern Steel & Wire Company, Sterling, Il. : 
W. M. Dillon, President 
Charles 8. Farnham, Director, Industrial Relations 
Linton M. Collins, Attorney 
Pittsburgh Coke & Chemical Company, Neville Island, Pa.: Charles C. 
Hewitt 
Pittsburgh Steel Company, Pittsburgh, Pa.: Garnett Connors, Vice Presi- 
dent, Industrial Relations 
Reeves Steel & Manufacturing Company, Dover Ohio: 
William B. Paul, Attorney 
Clifford A. Wiesel 
Rheem Manufacturing Co., Richmond, Calif. 
John A. Roebling’s Sons Company, Trenton, N. J.: Charles M. Jones, Vice 
President 
Republic Steel Corporation, Cleveland, Ohio: 
T. F. Patton, Vice President and General Counsel 
H. C. Lunt, Asst. General Counsel 
EF. J. Magee, Director of Industrial Relations 
F. J. Titler, Asst. Chief Industrial Engineer 
Wm. P. Carlin 
R. E. Waldo, Asst. Comptroller 
Sharon Steel Corporation, Sharon, Pa.: 
Henry A. Roemer, Jr., President 
A. M. Tredwell, Jr., Vice President 
Howard Booher, Counsel 
Shenango Penn Mold Company & Shenango Furnace Company, Pittsburgh, 
Pa.; J. P. Stutsman, Director, Industrial Relations 
United States Steel Company (and subsidiaries), Pittsburgh, Pa.: 
John A. Stephens, Vice President, Industrial Relations 
Milton J. Wurzbach, Publie Relations 
N. L. Lohrentz, Industrial Relations 
E. T. Williams, Industrial Relations 
Bert Jody, Industrial Engineer 
L. J. King, Coordinator, Pittsburgh 
J. H. Williamson, Mgr., Industrial Relations 
A. L. Norman, Supt., Industrial Relations 
T. W. Swisshelm (Gary Sheet & Tin Mill), Gary, Ind. 
FE. J. Makley, Supervisor, Industrial Relations 
W. F. Brown, Supt., Industrial Relations 
D. K. MeKamy, Attorney 
Riley R. Clark 
x. H. Gaynor 
G. H. Dowding 
Ellen M. Schultz 
Inited States Steel Corporation, Pittsburgh, Pa.: 
John Trumball 
L. J. King 
Robert Knight 
James L. West 
Kenneth Austin 
Universal-Cyclops Steel Corporation: J. T. Rimer, Jr. 
Valley Mould & Tron Corporation, Hubbard, Ohio: 
S. M. Phillips, Vice President 
W. C. H. Ramage, Asst. Vice President 
Owen Fairweather, Counsel 
96315—52— -pt. 4——-29 
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Wheeling Steel Corporation, Wheeling, W. Va.: 
J. E. Bruce, Attorney 
L. H. Brown, Asst. Vice President 
‘C. G. Lewis, Chief, Industrial Engineer 
Alan Wood Steel Company and Subidiaries, Conshohocken, Pa.: 
P. D. Wood, Director, Industrial Relations 
H. B. Bent, Attorney 
Woodward Iron Company, Woodward, Alabama: 
Hewitt Smith, Vice President 
Walter D. Dryer, Attorney 
Youngstown Sheet & Tube Company, Youngstown, Ohio: 
John C. Gall, Attorney 
J. E. Bennett, General Counsel 
H. J. Spoerer, Director of Industrial Relations 
The following-named companies, listed in the letter of referral of these disputes, 
did not appear at the panel hearings for various reasons :* 
Continental Copper and Steel Industries, Inc., Braeburn, Pa. 
Continental Steel Corp., Kokomo, Ind. 
Firth Sterling Steel & Carbide Corp., McKeesport, Pa. 
Harrisburg Steel Corp., Milton, Pa. 
Heppenstall Co., Pittsburgh, Pa. 
Judson Steel Corp., Emeryville, Calif, 
Joslyn Manufacturing & Supply Co., Fort Wayne, Ind., and Los Angeles, 
Cailf. 
Latrobe Electric Steel Co., Latrobe, Pa. 
BE. J. Lavino & Co., Plymouth Meeting, Pa., Sheridan, Pa., and Reusens, Va. 
McClough Steel Corp., Detroit and Trenton, Mich. 
Northwest Steel Rolling Mills, Inc., Seattle, Wash. 
Ohio River Steel Corp., Toronto, Ohio 
Oregon Steel Mills, Portland, Oregon 
Pacific States Steel Corp., Niles, Calif. 
H. K. Porter Co., Inc., McKees Rocks, Pa., and Tonawanda, N. Y. 
Rotary Electric Steel Co., Detroit, Mich. 
Stanley Works, Bridgeport, Conn. 
Sheffield Steel Corp., Houston, Tex.; Jacksonville, Tex.; Kansas City, Mo.: 
Linden, Tex.; Sand Springs, Okla. 
Taylor Forge & Pipe Works, Cicero, I1. 
Vulean Crucible Steel Co., West Aliquippa, Pa. 
Vanadium Alloys Steel Co., Monaca, Pa. 


APPENDIX IV 
PROPOSAL FOR COMMENCEMENT OF NEGOTIATIONS 


Marcu 15, 1952. 

Re Steel Case D-18—-C. Copies of the panel Report have been transmitted to the 
United Steelworkers of America and to the companies involved in the steel case 
The Board will make every effort by March 20, 1952, to make recommendations 
‘on all issues in the case to the President and to the parties for fair and equitab\ 
terms of settlement. The Board expects the parties to give serious considera 
tion to these recommendations. The Board therefore proposes that commen 
ing not later than three days after receipt of such recommendations the parties 
enter into collective-bargaining negotations with a view to reaching a settle- 
ment and with the understanding that the steel companies and the steelworkers 
will continue work and production and that if by April 4 a mutually satis 
factory agreement has not been reached and the union intends to strike there 
after, it will give 96 hours prior written notice to the companies. The Board 
will request the parties to keep it advised of the progress of these negotiations 
and will be available at all times to assist. The Board is confident that both 
sides wish to avoid a strike through the consummation of a mutually satis 


1 The reasons include, but are not limited to: 
1. Negotiating with Union. 2. Concluded agreement with Union. 8. Small avoiding 
expense of sending representatives to Wash. 4. Will await settlement by larger companies 
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factory agreement, and these suggestions are being made to facilitate that 
objective. I request that the companies and the union respond to this tele- 
gram at the earliest possible moment. 
NATHAN P, FEINSINGER, 
Chairman, Wage Stabilization Board. 

[The above telegram was sent to the following parties : ] 

Philip Murray, President, United Steelworkers of America. 

J. M. Larkin, Vice President, Bethlehem Steel Company. 

T. F. Patton, Vice President, Republic Steel Corp. 

John A. Stephens, Vice President, U. S. Steel Company. 

L. B. Hunter, Manager, Ind. Rel., Inland Steel Company, Chicago, Il. 

Ben Moreell, Chairman of Board of Directors, Jones & Laughlin Steel Corp. 

J. L. Mauthe, President, Youngstown Sheet & Tube Co. 


Marcn 17, 1952. 

Re Steel Case D-18-C. Copies of the Panel Report have been transmitted to 
the United Steelworkers of America and to the companies involved in the steel 
case. The Board will make every effort by March 20, 1952, to make recommenda 
tions on all issues in the case to the President and to the parties for fair and 
equitable terms of settlement. The Board expects the parties to give serious 
consideration to these recommendations. The Board therefore proposes that 
commencing not later than three days after receipt of such recommendations the 
parties enter into collective bargaining negotiations with a view to reaching a 
settlement and with the understanding that the steel companies and the steel- 
workers will continue work and production and that if by April 4 a mutually 
satisfactory agreement has not been reached and the union intends to strike 
thereafter it will give 96 hours prior written notice to the companies. The 
Board will request the parties to keep it advised of the progress of these negotia- 
tions and will be available at all times to assist. The Board is confident that 
both sides wish to avoid a strike through the consummation of a mutually satis- 
factory agreement, and these suggestions are being made to facilitate that ob- 
jective. I request that the companies and the union respond to this telegram 
at the earliest possible moment. 

NATHAN P. FEINSINGER, 
Chairman, Wage Stabilization Board. 

(The above telegram was sent to the following parties :) 

Firth Sterling Steel & Carbide Corp., McKeesport, Pa. 

Linton M. Collins, 921 Tower Building, Washington, D. C. 

Rotary Electric Steel Company, Detroit, Mich. 

Continental Steel Corporation, Kokomo, Ind. 

Continental Copper & Steel Industries, Inc., Braeburn, Pa. 

Latrobe Electric Steel Company, Latrobe, Pa. 

Vulcan Crucible Steel Company, West Aliquippa, Pa. 

Rheem Manufacturing Company, Chesley Avenue & S. P. R. R., Richmond, 
Calif. 

McClouth Steel Corporation, Detroit, Mich. 

Reeves Steel & Mfg. Company, Dover, Ohio. 

Oregon Steel Mills, Portland, Oreg. 

H. K. Porter Company, Inc., MeKees Rocks, Pa. 

Heppenstall Company, Pittsburgh, Pa. 

Joslyn Manufacturing & Supply Co., Fort Wayne, Ind. 

Harry L. Goetz, Jr., Northwest Steel Rolling Mills, Inc., 4315 Ninth Street, 
N. W., Seattle 7, Wash. 

Vanadium Alloys Steel Company, Monaca, Pa. 

E. J. Lavino & Company, Plymouth Meeting, Pa. 

Pacific States Steel Corporation, Niles, Calif. 

Stanley Works, Bridgeport, Conn. 

Atlantic Steel Company, Atlanta, Ga. 

Harrisburg Steel Corporation, Harrisburg, Pa. 

Ohio River Steel Corporation, Toronto, Ohio. 

Judson Steel Corporation, Emeryville, Calif. 

J. FE. Groves, Director, Industrial Rels., Allegheny-Ludlum Steel Corporation, 
Brackenridge, Pa. 

W. J. Combs, Labor Relations Director, American Chain & Cable Company, 230 
Park Avenue, New York, N. Y. 

W. J. Bolte, Counsel, American Locomotive Company, 30 Church Street, New 
York, N. Y. 
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Charles C. Hewitt, 2812 Grant Building, Pittsburgh, Pa. 

Y. W. Maddixix, A. M. Byers Company, Clark Building, Pittsburgh, Pa. 

©. J. Petzhold, Union Central Building, Cincinnati, Ohio. 

Owen Fairweather, 231 South LaSalle Street, Chicago, Il. 

Acme Steel Company, 2840 Archer Avenue, Chicago, Il. 

Lukers Steel Company, Coatesville, Pa. 

Frank J. Donaghue, Industrial Relations Division, National Supply Company, 
1400 Grant Building, Pittsburgh, Pa. 

J. F’, Sandhas, Director Ind. Rels., Newport Steel Corporation, 9th and Lowell 
Streets, Newport, Ky. 

Pittsburgh Steel Company, 1600 Grant Building, Pittsburgh, Pa. 

P. D. Wood, Director, Ind. Rels., Alan Wood Steel Co. and Subsidiaries, Con- 
shohocken, Pa. 

Hewitt Smith, Vice President, Woodward Iron Company, Woodward, Ala. 

P. Otis Zwissler, Claymont Steel Corporation, Claymont, Del. 

Howard Holtzman, Colorado Fuel & Iron Corporation, 575 Madison Avenue, 
New York, N.. Y. 

©. W. Holmquist, Copperweld Steel Company, Warren, Ohio. 

M. J. Mahoney, Copperweld Steel Company, Glassport, Pa. 

Seward H. French, Jr., Asst. to Pres., Crucible Steel Company of America, 
CGliver Building, Pittsburgh, Pa. 

Duncan Baxter, Detroit Steel Corporation, Portsmouth, Ohio. 

Carl F. Schier, Jr., Eastern Stainless Steel Company, Baltimore, Md. 

William B. Paul, 1017 Park Building, Pittsburgh, Pa. 

J. R. Tench, Director, Industrial Rels., Follansbee Steel Corporation, Third 
and Liberty Avenue, Pittsburgh, Pa. 

John R. Hundley, Granite City Steel Company, Granite City, Il. 

J. J. Jeffrey, Great Lakes Steel Corporation, Tecumseh Road, Ecorse, Detroit, 
Mich. 

John A, Roebling’s Sons Company, Trenton, N. J. 

Henry A. Roemer, Jr., President, Sharon Steel Corporation, 8. Irving Avenue, 
Sharon, Pa. 

J. P. Strutsman, Director, Ind. Rels., Shenango Penn Mold Company and 
Shenango Furnace Company, 812 Oliver Building, Pittsburgh, Pa. 

J. T. Rimer, Jr., Universal-Cyclops Steel Corporation, Bridgeville, Pa. 

Wheeling Steel Corporation, 1134 Market Street, Wheeling, W. Va. 


REPLIES TO MARCH 15, 1952, TELEGRAM 


Your message will be brought to the attention of the United Steelworkers Pol- 
icy Committee which begins a series of meetings, Washington, Thursday, March 
20th. This Committee will give serious consideration to your request. 

Signed: PHrtre Murray, 
President, United Steelworkers of America. 

Re your telegram of March 15, 1952, in regard to Steel Case D-18-C. We will 
be prepared to meet with the union not later than three days after we receive 
Board recommendations on all issues in the case. Bethlehem will give serious 
consideration to the Board’s recommendations. We sincerely wish to avoid a 
strike and hope that a mutually satisfactory agreement can be reached. We will, 
as you request, continue production at our plants. The union, however, has post 
poned strike action at our plants, only until midnight of March 23, 1952, and 
we have been advised that our employees will thereafter go on strike unless « 
settlement is reached by that date. As you know, an orderly shut-down of ste+! 
plants without serious damage to facilities and equipment requires several days 
to accomplish. Accordingly, unless the strike shall be further postponed, it wil! 
be necessary to begin to curtail some operations not later than Wednesday nigh! 
March 19. 

Signed: J. M. LARKIN, 
Vice President, Bethlehem Steel Company. 


I have your telegram of March 15 dealing with Steel Case D-18—C. Inland 
Steel Company does sincerely want to avoid a strike. We will give serious co! 
sideration to the Board’s recommendations on all issues in the case and are willing 
to resume collective bargaining negotiations not later than three days after re 
ceiving them. We want to continue work and production at our plants. We 
have been informed that the United Steelworkers plan to strike March 23. You 
will understand that unless we are assured that this deadline is extended we 
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must start to shut down March 20 in order to protect the safety of our employees 
and our plants. 
Signed: L. B. HUNTER, 
Manager, Ind. Rel., Inland Steel Company, Chicago. 


Re your telegram March Fifteenth concerning Case D-18-C. Jones and 
Laughlin sincerely wishes to avoid a strike. We are prepared to meet with the 
union within three days after receipt of the Board’s recommendations on all of 
the issues and to give serious consideration to those recommendations, hoping to 
reach a mutually satisfactory agreement. 

Paragraph. We are willing to continue operations as you request but we must 
at any time have due notice of strike action in order to offset an orderly shut- 
down of our facilities and to prevent possible serious damage to equipment. In 
this connection we would point out that the union has postponed strike action 
only until Midnight March Twenty-Three unless an agreement is reached by 
that date. Under these circumstances we would be forced to start shutting down 
on Wednesday March Nineteen. 

Signed: Ben MOREELL, 
Chairman of Board of Directors, Jones & Laughlin Steel Corp. 


Your telegram re steel case received. Republic Steel Corporation will give 
serious consideration to Board recommendations and will be ready to meet in 
collective bargaining conference with union not later than three days afte: 
receipt of recommendations. As requested Republic will continue production 
unless forced to shut down by strike. 

Signed: T. F. Patron, 
Vice President, Republic Steel Corp. 

Re your telegram of March Fifteenth 1952 in regards to Steel Case D-18-C we 
will be prepared to meet with the union not later than three days after we receive 
Board recommendations on all issues in the case. United States Steel Co. will 
give serious consideration to the Board’s recommendations. United States Steel 
Co. sincerely wishes to avoid a strike. It hopes that a mutually satisfactory 
agreement can be reached. We will as you request continue production at our 
plants. The union however has postponed strike action at our plants only until 
midnight of March 23, 1952, and we have been advised that our employees will 
thereafter go on strike unless a settlement is reached by that date. As you know 
an orderly shutdown of steel plants without serious damage to facilities and 
equipment requires several days to accomplish. Accordingly unless the strike 
shall be further postponed it will be necessary to begin to curtail ferro man- 
ganese operations by Tuesday March 18th and other operations by Wednesday 
night March 19th. 


Signed: JoHN A. STEPHENS, 
Vice President, U. S. Steel Company. 


Regarding your telegram of March 15, 1952 in regard to Steel Case D-—18-C, 
we will be prepared to meet with the union not later than three days after we 
receive Board recommendations on all issues in the case. The Youngstown Sheet 
and Tube Company will give serious consideration to the Board’s recommenda- 
tions. The Youngstown Sheet and Tube Company sincerely wishes to avoid a 
strike. It hopes that a mutually satisfactory agreement can be reached. We 
will, as you request, continue production at our plants. The union, however, has 
postponed strike action at our plants only until midnight of March 23, 1952, and 
we have been advised that our employees will thereafter go on strike unless a 
settlement is reached by that date. As you know, an orderly shutdown of steel 
plants without serious damage to facilities and equipment requires several days 
to accomplish. Accordingly unless the strike shall be further postponed, it will 
be necessary to begin to curtail some operations not later than Wednesday 
night, March 19th. 

Signed: J. L. MAUTHE. 
President, Youngstown Sheet & Tube Co 
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(The following was submitted for the record by the Office of Price 
Stabilization: ) 


(Reference to the following will be found on p. 1993.) 


STATEMENT ON STEEL BY ExLuis ARNALL, DrrEcTOoR OF PRICE STABILIZATION, 
BEFORE THE SENATE COMMITTEE ON LABOR AND PuBLIC WELFARE, WEDNEs- 
DAY AFTERNOON, APRIL 16, 1952 


This committee has requested me to testify on the price aspects of the present 
crisis in the steel industry. Thus far I have not discussed this subject extensively 
in public. I have carefully refrained from doing so while private negotiations 
were in progress and there was some hope that they might lead to a settlement. 

Now, however, this dispute has become a matter of large public interest, in 
which the Congress must have a deep concern. Therefore, I can only welcome 
this opportunity to acquaint the Congress fully and in detail with the position 
reas: Office of Price Stabilization and with the facts upon which our position 
is based. 


RELATION OF WAGE AND PRICE STABILIZATION POLICIES 


It is a matter of regret to me that price stabilization policies have become 
enmeshed in a labor disput», or even in a problem of wage stabilization. Wage 
and price control are closely related in the sense that both are part of a larger 
stabilization program. Both must be subject to mutually consistent rules or 
policies which bring about sound and effective stabilization of prices and wages. 
Nevertheless, it has been my view, and the view of my agency, that the day- 
to-day administration of these controls must be kept separate. We have never 
believed that a wage increase which is appropriate in terms of sound wage stabili- 
zation standards should be denied merely because that increase might require 
higher ceiling prices. Nor, on the other hand do we believe that a wage increase 
which is in excess of sound wage stabilization standards should be approved 
merely because that wags increase would not require nigher price ceilings. We 
believe that once the stabilization framework has been set up rules of equity 
should govern wage decisions. and a similar set of principles should be used in 
judging the propriety of requested price increases. To base either wage or price 
decisions upon the consequences in the other field would be to abandon those 
rules of equity in relation both to labor and to business. 

To say this is certainly not to say that price control officials can ignore the 
movement of labor costs any more than to say that wage control officials can 
ignore movements in the cost of living. Under the Defense Production Act, 
ceiling prices must be generally fair and equitable. Clearly, ceiling prices which 
are indefinitely maintained in the face of rising business costs may no longer be 
generally fair and equitable. In this respect labor costs must receive the same 
consideration as any other kind of costs. An increase in labor costs may render 
a previous ceiling price no longer fair and equitable in the same way as an increase 
in transportation costs, raw material costs, or any other element of sellers’ neces- 
sary expense, 

STANDARDS FOR APPROVING PRICE INCREASES 


One of the principal tasks of price control law and administration must be to 
develop rules and procedures under which sellers who have experienced cost 
increases may ask for, and in appropriate instances receive ceiling price increases. 
In our view the request by the steel industry for higher prices is simply one of a 
large number of similar requests. We receive such requests every day. 

In order to decide which requests for price increases should be granted and 
which should be denied, we must have rules by which we can say ‘‘no’’ to some 
demands for price increases, and ‘‘yes’’ to others. Without such rules, price 
control could not operate. If price increases were permitted because the people 
in an industry were ‘“‘gentlemen,” or belonged to the right political party, or 
because they screamed the loudest, government by law would have disappeared, 
and freedom and individual rights would have perished. , 

In judging the need for price increases we must look first at the provisions of 
the law itself. Two of the standards established in the Defense Production Act 
are relevant to the present case. The first is specific. It is section 402 (d 
(4)—the so-called Capehart amendment—under which OPS must permit price 
ceilings to be raised so that they equal pre-Korean selling prices plus all increases 
or decreases in costs up to July 26, 1951. Until the present wage negotiations 
began, none of the steel producers had applied for such adjustments. Late last 
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vear, however, several members of the industry indicated that they wish to be 
permitted to adjust their ceiling prices in accordance with this provision of the 
act. The law requires that these requests be granted. Actually, however, 
the Capehart provision is completely independent of the wage negotiations and 
properly has no relationship to cost increases arising since July 26, 1951. 

We had already issued regulations informing other industries how to apply fér 
“Capehart”’ adjustments. However, because of the complexity of the steel 
industry’s price-cost structure, the development of a regulation prescribing the 
manner in which steel producers could submit such applications has taken con- 
siderable time. Consultations with the industry on the final form of the regulation 
were postponed at the request of industry representatives who apparently felt 
that the price increases involved were too low to be acceptable in the present 
crisis. We stand ready at any time, however, to grant the industry—or any 
member of it—the full measure of price relief required under this provision of the 
act. 

The second relevant provision is more general. The Defense Production Act 
lays down the requirement that price ceilings must be ‘‘generally fair and equit- 
able.’”’ To carry out this direction, the OPS with the approval of the Economic 
Stabilization Administrator, has issued the Industry Earnings Standard. This 
is the principal OPS standard used for determining which price increases should 
be granted and which should be denied, and it applies to the case under discus- 
sion. Briefly stated, this standard requires OPS to raise prices for an industry 
if and when its return on the owners’ investment, before taxes, falls below 85 
percent of the level enjoyed in the best three of the four prosperous years 1946 
through 1949. I am sure you recognize that this standard is very similar to the 
one Congress used in the excess profits tax law. Stated broadly, then, ceiling 
prices will be raised when an industry generally falls out of the excess profits 
tax bracket. 

THE INDUSTRY FARNINGS STANDARD 


Most requests for price increases, and thus most occasions for the application 
of the industry earnings standard, come when an industry has experienced cost 
increases. Price stabilization would be a mockery if all cost increases were 
automatically passed on in the form of higher ceilings. If this were done, the 
spiral of higher wages, higher prices, higher parity, higher cost of living, higher 
wages, and so on, would operate unchecked. When steel, or any other incustry, 
tells us it has incurred higher costs and needs a price increase, we find out whether 
these higher costs can reasonably be absorbed out of abnormally high profits. 
if they cannot, the price increase is permitted. But if absorption of the cost 
increase would still leave a fair return, or more than a fair return, the price increase 
is denied. This is reasonable, it is fair, and it is the way business itself normally 
operates. 

Cost increases cannot be absorbed without limit. The industry earnirgs 
standard is our limit on required absorption of cost increases. This standard 
protects a level of profits as high as those realized in a normal, prosperous, peace- 
time period, during which irdustry produced at a high level and expanded at a 
rapid rate. Profits that high are high enough to provide adequate incentive when 
the Nation is in danger. 

The standard is legally sound as an interpretation of the requirement embodied 
in the Defense Production Act that price ceilings be fair and equitable. Based 
on identical language in the wartime price control legislation, OPA used an almost 
identical standard and this standard was upheld by the highest courts time 
after time. 

Of course, no single rule can be devised which is uniformly equitable in all 
cases. The OPS earnings standard recognizes this by making special provision 
for those cases where its rigid application would be unfair or unreasonable. 
Thus there are cases where an industry’s earnings during the 1946-49 base period 
were abnormally low or otherwise unrepresentative, and for which the standard 
consequently makes special provision. 


BASE PERIOD HIGHLY PROFITABLE FOR STEEI 


In the case of the steel industry, however, the 3 years from 1947 through 1949 
were the most profitable the steel industry had experienced since World War I. 
This is clearly demonstrated in the chart which I should now like to show you. 
This chart is based upon data supplied by the Federal Trade Commission to the 
Joint Committee on the Economic Report in 1949, and supplemented for recent 
years by the FTC at our request. 
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(See chart on p. 2015.) 

While the general impression which this chart gives requires no comment, | 
might supplement it with a few numbers. During 1947-49, which are the best 
three of the four base period years, the industry averaged almost 19 cents profit 
before taxes on every dollar of stockholders’ investment, or net worth. Th: 
second best 3-year period since 1919 was the period 1941-48; during this period 
earnings averaged about 17% cents per dollar of stockholders’ investment. Durin; 
only two other vears (1929 and 1944) did earnings exceed 11 cents. The averag 
of the 1920’s was 8.5 cents. The average of the thirties was 2 cents. And thi 
average of the forties was 15 cents. 

After income taxes, the 1947—49 period provided a higher average rate of retur 
than did any single year between 1918 and 1947. 

Obviously, the base period for the industry earnings standard was an extremel) 
favorable one for the steel industry. Even if earnings were to fall to the level « 
that period, the steel industry would still be unusually prosperous. As I sha 
show you shortly, however, there is no immediate prospect that this will occur 
In order to show you this, I will first have to show you how much the wage increas: 
recommended by the Wage Stabilization Board would cost the steel industry. 


THE COST OF THE WAGE RECOMMENDATIONS 


I am sure you already have in your record the specific proposals made by thy 
Wage Stabilization Board for the settlement of the economic issues in the disput: 
We have computed the cost of these proposals to the industry, including the cost 
arising from the application of higher wage rates to overtime pay, vacation pay 
pensions, social security, etc. We also have taken into account the industry’s 
custom of giving its salaried employees an increase equal in percent, rather tha: 
cents per hour, to the wage increase granted to plant workers. I believe that. | 
need not go into these computations in detail, since I can assure you that ow 
figures have been checked with the industry’s own experts and there is no differenc 
of opinion about them. 

Nor is there any difference as to the translation of the cost per hour into cost per 
ton of finished steel. Industry experts agree with us that it takes 17 man-hours t: 
produce a ton of finished steel. This includes the time spent in operation of cok: 
ovens, blast furnaces, steel-making furnaces, and rolling mills, as well as the tiny 
of clerical, administrative, and sales forces. There is also agreement that thre: 
more man-hours are needed to produce the iron ore, coal, and limestone required 
to make a ton of finished steel. Thus, if we multiply the hourly cost increase by 
17, we find how much more it would cost to produce a ton of finished steel in the 
steel mills; and if we multiply it by 20, we find how much more it would cost to 
produce a ton of steel in a fully integrated operation—including coal, iron ore and 
limestone—if workers and employees in all parts of that operation get the sam: 
wage increase at the same time. 

In this fashion, we arrive at the figures represented by a chart which I wou! 
now like to show you. 

(See chart on p. 2017.) 

Looking first at the cost increase that would arise if the proposed wage increas 
were put into effect in the steel mills only, you see that it would amount to $2.9 
for each ton of finished steel in the first half of 1952. Beginning next July it woul 
amount to $3.89 and for the whole year 1952 it would average $3.43. Next year 
the figure would be $5.05 and the cost for the entire proposed contract period of 
18 months would be $3.97; that is, if the entire proposal were put into effect in t! 
steel mills as recommended by WSB: wage increases, fringe improvements, and 
all indirect effects on labor cost. 

If vou look at the higher figures applying to a fully integrated operation, yo 
find that the cost increase would amount to $3.49 in the first half of 1952, to $4.5s 
in the second half, averaging $4.03 for all of 1952. After January 1, 1953, it woul 
be $5.94, and the average for the 18 months would be $4.67. 

As I mentioned before, these higher figures are based on the assumption that 
wage increases in coal and ore mines and in limestone quarries would equal thos: 
in the steel mills as to both terms and effective dates. Therefore, those highe: 
figures give a slightly exaggerated picture of the labor cost increase which the stec! 
industry would face if it accepted the recommendations of the Wage Stabilizatio: 
Board. The coal miners have not yet asked for a wage increase and, wheneve! 
they will receive one, it will not be retroactive to January 1, 1952. 
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LABOR PRODUCTIVITY RISING 


The chart also fails to take account of the increase in productivity which is 
likely to occur during the 18 months which would be covered by the proposed 
contract. In the past, the industry’s wage increases have been partly offset by 
gains in productivity. While the industry pays more for each hour of labor, it 
needs fewer hours to produce a ton of steel. This is clearly illustrated by the 
postwar experience shown on my next chart. 

(See chart on p. 2019.) 

I may explain this chart very briefly. Disregarding for a moment the line 
at the top, I want you to look at the highest of the other three lines. It represents 
the steel industry’s employment costs per hour, which include the cost of vaca- 
tions, pensions, social security, and all other fringe benefits as well as wages. 
As the line shows, these costs rose 37.6 percent from 1946 to 1950. During the 
same period, however, the lowest line on the chart shows a decline of 17.2 percent 
in the number of man-hours needed to produce a ton of finished steel. That is 
the reflection of increasing productivity. The net result of increasing employ- 
ment costs per hour and declining hours per ton is shown by the line between the 
two I just discussed. It represents the industry’s employment cost per ton of 
finished steel, which went up but much less than the employment cost per hour. 
It rose only 13.8 percent during this period—a little more than a third as much as 
the employment cost per hour. 

Parenthetically, I may now refer to the top line on the chart. It simply shows 
that during this postwar period steel prices were increased 55.2 percent—rising 
very much more than the industry’s labor cost. 

That, however, is not the main point I wish to make with this chart. Its 
purpose is to show you that, due to increase in productivity the industry’s labor 
cost per ton of steel has risen much less than its employment cost per hour, which 
is the subject of any wage settlement. 

The productivity gain, of course, is not as important over a short period as it 
is in the long run. During the next year or two, however, it should be quite 
significant, since a number of new and more efficient plants are coming into produc- 
tion. Nevertheless, we are ignoring this factor in our computations, to be sure 
that our figures are more than fair to the steel industry. I hope, however, you 


will not forget that improved productivity is bound to assist the industry signifi- 
cantly in offsetting whatever cost increase it may have to absorb. 


THE INDUSTRY’S CLAIM TO $12 PER TON 


The figures which I have just cited show conelusively that the maximum increase 
in employment costs which would result from adopting the Wage Board’s recom- 
mendations would be less than $6 per ton. This highest possible figure may be 
regarded as representing either the expected increase in employment costs during 
the first half of 1953 after the third step goes into effect, or it may be regarded as 
representing the average increase in employment costs for the 14-month period, 
April 1952 through June 1953, including an allocation to these 14 months of the 
cost of the retroactive increase for the first 4 months of the current year. The 
increase in employment costs during the remainder of 1952 will be considerably 
less than $6. Moreover, as I have said, these figures take no account of the in- 
crease in productivity which may be expected to occur during the next 12 or 15 
months. 

These estimates of the increase in employment costs resulting from the Wage 
Board’s recommendations are in every respect consistent with the estimates 
prepared by the steel companies themselves. Yet, representatives of the industry 
claim that the increase in total production costs will be not $6 but $12 per toa. 
They justify this position by asserting that historically every increase in employ- 
ment costs has been paralleled by an approximately equal increase in the cost of 
purchased goods and services. Consequently, they say that if $6 represents a 
fair measure of the increase in employment costs, we must add another $6 per 
ton to cover the expected increase in the costs of the products and services they 
buy, and thus arrive at the $12 figure which has been given so much publicity. 

For reasons which I will come to in a moment, I believe that the industry’s 
forecast of the increase in the cost of purchased goods and services is utterly 
unrealistic and that it is based on a series of false premises. However, I have no 
objection in principle to any estimate which the industry may wish to put forward 
as to what may happen in the future with respect to either its costs or its profits. 
Prophecy is at best a hazardous art and I lay claims to no special qualifications 
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as a prophet. The nub of the issue, however, is not that the industry foresees 
the possibility of having to pay higher prices for goods and services at some time 
in the future, but rather that it lays claim to a price increase now sufficient to 
compensate it for such assumed subsequent cost increases. 

There are two kinds of reasons which impel me to take a very firm position on 
this issue. The first, and overwhelmingly the more important, is that as a matter 
of principle, price stabilization would become a futile gesture—in fact, worse 
than futile—if we were to take into account an industry’s guesses, whether or not 
well founded, as to what might happen to its costs at some future date. Thx 
second is that the industry’s forecasts in this instance seem wholly out of line 
with any reasonable expectation of what is in fact likely to occur. 

The first point would seem almost too obvious to dwell upon were it not for 
the firmness with which the steel industry maintains its position. It seems clear 
to me that, as Director of Price Stabilization, I can take into account only those 
cost increases which have, in fact, occurred, or are certain to oecur. If OPS were 
to grant price increases to any industry based upon its fears as to what might 
happen in the future, the result would obviously be to stimulate inflation rather 
than to hold it in check. As far as I know, no regulatory commission in the his 
tory of this country has ever granted price increases on the basis of unverifiable 
and, in fact, unreasonable—claims as to what might happen to commodity costs 
in the future. Nor has any other industry asked the Office of Price Stabilization 
for such treatment. If we were to treat the steel industry on this basis, we would, 
in simple logic, have to grant every other industry price adjustments based upon 
uncertain forecasts as to what the general level of its production costs might be 
a year hence. Labor might then properly insist that wages be adjusted today 
to take care of projected increases in living costs that might occur in the future. 
Yet, absurd as such a course would seem, this is—I repeat—the issue upon which 
we are now split and toward whose resolution we have made absolutely no progress, 

While I regard this conclusion of principle to be unassailably sound and wholly 
sufficient by itself, some comment may be appropriate with respect to the basis 
upon which the representatives of the steel industry have rested their contention. 
The United States Steel Corp., for example, states that since 1936 its average 
employment costs per ton and the cost of purchased products and services per 
ton, have each approximately doubled. On this basis, it is argued, there is a 
dollar-for-dollar correspondence between each change in employment costs and in 
the cost of materials and services. This conclusion is fallacious for a considerable 
number of reasons. 

In the first place, what is true over the long run, is distinctly not valid for the 
short run. Ultimately, of course, both wage rates and materials costs are affected 
by the same general economic conditions. From year to year, however, there is 
no such close correspondence and they may even move in opposite directions. 
In particular, it is unrealistic to expect a sharp increase in materials costs during 
a period when price controls are in force. 

Moreover, even if some materials costs were to increase over the course of the 
next year, such increases would be gradual and not immediate. Assuming that 
such an increase in materials costs were to proceed at an even rate, it would be 
necessary for the average cost. per ton of materials and services purchased by the 
steel industry to rise by $12 between now and June 1953 in order to achieve an 
average cost increase of $6 over that period. Since the total present cost of 
materials and services per ton is about $50, this would imply a materials cost 
increase of almost 25 percent over the next 14 or 15 months. Even the wildest 
alarmists foresee no such catastrophe. To base price control policy upon an 
assumption of this kind would seem utterly indefensible. 

The fallacy of the steel industry’s position may be further demonstrated by 
looking at the record of the past few years. In the middle of 1948, there was 
a substantial wage increase which raised employment costs per ton between 
$3 and $4. Materials costs per ton, however, remained steady throughout the 
entire period from the beginning of 1948 until the Korean outbreak. 

Similarly, the last general increase in steel wages occurred in December 1950. 
This increase raised employment costs per ton by about $3.80 on the average. 
At the same time, steel prices were raised by an amount in excess of $8 per ton. 
Yet, our figures indicate that since December 1950 there has been virtually no 
net change in the cost of purchased services and materials for the steel industry. 
Actually, the cost of the most important single item purchased by the steel in- 
dustry—steel scrap—was reduced as a result of action taken by OPS and is now 
lower than it was in December 1950. 

It is true that in the past the steel industry has often followed the practice 
when granting wage increases, of raising its prices by a substantially greater 
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amount than the increase in labor costs. The effects of this policy are clearly 
reflected in the steady increase in its profits per ton from a level of $9 in 1947 
to an average of more than $20 in 1951. I hasten to add that I do not object 
to any conscionable increase in profits which an industry may be able to achieve 
in a free and competitive market. I agree also that profits increased not only 
because of the sharp price increases but also as a result of greater efficiency. 
To my mind, however, these figures are sufficient to disprove the contention of 
the steel industry that every increase in its employment costs is promptly matched 
by an equal increase in its other costs. 

In view of the vital importance of this specific issue, I should like to restate my 
position so that there may be no misunderstanding. I am ready at this time 
to give every appropriate consideration under our existing standards to the cost 
increases which will result directly from any wage settlement. I cannot, and will 
not, so long as I am Director of Price Stabilization, take into account wholly un- 
supported guesses as to what may happen to costs in the future. If new cost 
increases materialize, I will then be prepared to review their impact and to deter- 
mine what further action is necessary. 

For our purposes, the cost increases with which the industry is confronted are 
limited to the wage increases which will emerge from the present union negotia- 
tions. As I have shown, if the entire WSB recommendation were put into effect, 
the cost increase would range from $4.50 to $6 per ton, depending on the time 
period assumed in the calculation. 


PROFITS PER TON OF STEEL 


How would such cost increases compare with present and recent steel earnings? 

The chart which I now wish to present not only shows labor costs and steel 
prices, which I have already discussed, it also shows profits per ton of steel in 
recent years. Before income and excess profits taxes, the industry’s earnings 
increased from $9 per ton in 1947 to over $20 in 1951. During the 3-year period 
1947-49, earnings averaged slightly more than $11 per ton. 

(See chart on p. 2021.) 

If we use the outside figure of $6 per ton as the cost of the wage increase, and 
assume other conditions unchanged, the average profit per ton for the 18-month 
period January 1952—June 1953 would fall to about $14. But under the Capehart 
amendment, the steel industry will receive a price increase averaging almost $3 
per ton. Thus, after the wage increase and the Capehart price increase, profit 
per ton for these 18 months would be about $17. For the vear 1952, the profits per 
ton should not be less than $18. These compare very favorably with the average 
profit of $11 per ton during the very prosperous pre-Korean base period. 


STEEL AND THE EARNINGS STANDARD 


These figures suggest clearly that the industry could not qualify for price 
increases under the industry earnings standard. Let us see for a moment how 
the industry earnings standard would apply to steel. We have two sets of data 
which can be used for earnings standard calculations. (See chart on p. 2023.) 

This chart represents the official Government estimates of earnings for the 
entire primary iron and steel industry. This shows earnings before taxes rising 
from $1,070 million in 1947 to $2,500 million in 1951. The average for the base 
period was $1,200 million, and the earnings required by the standard in 1951, 
$1,312 million. Thus the industry could absorb cost increases of almost $1,200 
million before a price increase would be required. The source of these figures is 
the Federal Trade Commission, which used data collected both by itself and by 
the Securities and Exchange Commission. The figure for 1951, includes a con- 
servative OPS estimate for the fourth quarter of 1951. 

The second set of data relates to the membership of the American Iron and 
Steel Institute, which covers most of the steel industry more narrowly defined 
that is, producers of ingots and the standard finished and semifinished rolling 
mill products. 

The chart which I will present to you in a moment, shows the calculation of the 
earnings standard for this second series. You will see that, although profits for 
the entire industry broadly defined are roughly 30 percent higher than for the Steel 
Institute membership, the patterns are nearly identical. We could trace through 
the calculations with either set, but let us use the industry’s own figures so that 
there can be no mystery about the arithmetic. (See chart on p. 2025.) 

As the chart shows, the industry earned $843 million, on the average, during 
the 1947—49 base period. This represented a return of 18.5 percent on net worth, 
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or Owners’ investment. Taking 85 percent of this rate gives a minimum rate of 
return under the earnings standard of 15.7 percent on net worth. Applying this 
rate to current net worth would produce a current minimum earnings figure of 
$936 million, shown as the last bar on the chart. 

Actuel 1951 earnings were $1,918 million. Thus the industry could absorb 
cost increases amounting to a little less than a billion dollars, the difference be- 
tween these last two bars. (I should add that these figures are based upon the 
earnings statement of the companies themselves and include provision not only 
for emergency amortization on the basis of tax certificates, but also for accelerated 
depreciation which is not deductible under the tax laws. If normal depreciation 
methods were used throughout, the 1951 comparison would probably be sub- 
stantially more favorable.) 

We estimate that these companies produced about 75 million tons of finished 
steelin 1951. Dividing the amount which the industry could absorb ($982 million 
by 75 million tons, shows that they could absorb a cost increase of $13.06 per ton, 
more than two or three times the amount of the expected wage cost increase, 
depending on the time period you wish to use to compute the cost increase. 

Let us, however, assume an average labor cost increase of $6 per ton—which 
is the highest possible estimate of the effect of the WSB package over the next 14 
months, including the cost of its retroactive features. Subtracting a price increase 
under the Capehart amendment of almost $3 per ton would yield a net cost 
increase of roughly $3 per ton. This would mean a total earnings reduction of 
$225 million, based on 1951 production rates. Subtracting this from actual 1951 
earnings would still leave $1,693 millions. This represents a return of more than 
28 percent on stockholders’ investment. This return is far higher than the 
1947—49 return for these companies of 1844 percent, which I showed you earlier 
was itself higher than any the industry had enjoyed since 1918. 


EARNINGS AFTER TAXES 


I should perhaps digress a moment to consider one objection which the industry 
has made to our earnings standard and its application to steel. I am referring 
to the fact that the standard is based on profits before, rather than after, income 
and excess profits taxes. I want to say most emphatically that profits after 
taxes cannot be used as a basis for price control policy. 

Congress, in enacting tax legislation, expresses its judgment as to the manner 
in which the tax burden should be allocated. The tax increases which have been 
required during this period of emergency similarly reflect the judgment of Con- 
gress as to how the added burden of defense costs should be distributed. If the 
contention of the steel companies were accepted, it would mean that OPS was, 
in effect, altering this congressional decision by permitting certain industries or 
certain groups of the population to shift their just share of the tax burden to those 
less able to support it. 

By the same token, simple justice would require that personal taxes should be 
included in measuring changes in living costs and that workers would therefore 
be entitled to correspondingly larger cost-of-living adjustments in their pay. 
Similarly, taxes would have to be included as an element in farmers’ costs and 
parity levels would have to be raised accordingly. 

If each group in the economy should thus attempt to avoid its share of the 
burden of mobilization, by shifting that burden to someone else, the only result 
would be to generate a new inflationary spiral. The economic burden of mobiliza- 
tion will not disappear merely because each group tries to shift it to another. 
The net result could only be to shift, through further inflation, the entire burden 
of the defense program onto those individuals and industries who, because of their 
weaker economic position, were unable to pass the buck further along the line. 
Since it is these groups in the population which are already suffering most from the 
inflation which has occurred, the burden on them would soon become intolerable. 

In view of these considerations, it is the position of the Office of Price Stabiliza- 
tion that the tax burden should rest where Congress imposed it, and that the 
agency should take no steps which would have the effect of shifting this burden 
to those less able to support it. 

While I believe that this matter of principle is the most important consideration, 
I might also point out that even if we were to apply cur earnings standard to 
profits after taxes, it would not change the results as far as the steel industry is 
concerned. The decision of Congress to levy an excess-profits tax naturally 
causes steel industry profits after taxes to compare less favorably with those of the 
pre-Korean base period than do the before-tax profits. Nevertheless, the increase 
in steel profits has been so large that even profits after taxes now exceed the pre- 
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Korean profits after taxes—and exceed them by so much that the steel industry 
would probably not be eligible for price increase, at least during the balance of 
1952. I have thrown so many numbers at you already this afternoon that I shall 
not trouble you with the arithmetic. But I assure you that this is correct, and I 
will be glad to demonstrate it if you should so desire. 


THE EFFECTS OF AN UNWARRANTED STEEL-PRICE INCREASE 


1 believe that I have fully explained why we think that the steel industry needs 
no increase in its ceiling prices beyond what is available under the Capehart 
amendment. 

There are those who understand and accept this position but who feel, neverthe- 
less, that ir the interest of peace and harmony it would be well to yield in just 
this one case. They ask: How much harm could it do? 

We believe that to yield would cause irreparable damage to our stabilization 
program. It would do this in two ways. 

The first damage would oceur as the direct result of a large and unnecessary 
increase in steel prices. An inerease of $12 a ton would immediately add a 
billion dollars a year to the cost base of our economy. But the ultimate cost 
would be greater because, under existing law and regulations, such an increase 
woula have to be pyramided in the course of the final production ana distribution 
of steel products. Thus, under the Herlong amendment, any increase in manu- 
facturers’ prices for such products as automobiles, refrigerators, agricultural 
equipment or industrial supplies, would be subject to the distributors’ normal 
percentage mark-ups at both wholesale and retail level. Similarly, increased 
construction costs would also be augmented by the profit margin allowed to 
construction firms. The billion dollars could easily rise to a billion and a half. 

Moreover, the impact would not stop there. Increased costs of utility con- 
struction or of railroad equipment would increase the rate base of utilities and 
railroads and lay the ground for rate increases in accordance with the usual rules 
established by regulatory bodies. Increases in the costs of constructior, machin- 
ery, and equipment would substantially raise future capital charges for a wide 
range of industries. Increased costs of direct Government purchases would 
increase the Federal deficit and swell inflationary pressures. The magnitude of 
increases of this character cannot be measured precisely but it certainlv would be 
substantial. 

All of this ignores further secondary effects. Higher prices for farm machinery 
and fence wire and other products bought by farmers would raise the parity index, 
and thus the minimum level of ceilings for farm products. And a higher cost of 
living would—under present wage regulations—permit further increases in wage 
rates. 

It has been repeatedly emphasized that our success in holding the price line 
during the past 12 months has reflected in large part a change in psychology among 
consumers and business alike. The reestablishment of confidence in the stability 
of the price structure and the value of the dollar were major factors in stemming 
the panic buying which preceded the issuance of the General Ceiling Price Reg- 
ulation. The importance of this factor is clearly reflected in the sharp increase 
in savings of the past year. 

By the same token, any reversal of business or consumer psychology would 
almost surely lead to a reduction in the rate of savings and the renewal of broad 
buying pressures. While the extent of this change is unpredictable, there is little 
doubt that it would be serious and it might be catastrophic. A reading of the 
press will show that everyone is concerned lest the steel issue result in a new turn 
of the inflationary spiral. 

You will notice that I assumed above that the increased cost of steel would be 
passed along by manufacturers of steel products, and then further pyramided by 
distributors. I make this assumption for one simple reason. If the steel industry, 
whose margins are as generous as I have shown them to be, were not required to 
absorb cost increases, we could surely not require steel users, whose margins are 
in general much lower, to assume any burden of cost absorption. 

I have shown in detail how much better off the steel industry is profitwise than 
it was in the base period. Steel profits in 1951 exceeded the base period rate by 
more than 80 percent. For manufacturing industry generally, however, the com- 
parison is far less favorable. Latest data suggest that manufacturers’ earnings 
on the average exceed the base period rate by only about 18 percent. This is the 
reason why I assume that if steel is required to absorb nothing, steel users cannot 
fairly be required to absorb higher steel prices. 
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This leads me to the second and much more serious effect of bowing to steel’s 
demands. If we were to break our price control standards for steel, how could 
we hold them elsewhere? Despite the obvious injustice of this position, we might 
try to continue to say to other industries: ‘‘Absorb cost increases until our stand- 
ards require a price increase for you.”’ But having bowed under pressure to steel, 
we would be fair game for intimidation by other groups. If we give in to an 
industry which brings on a strike—and Government seizure of its plants—because 
it insists on a price increase as a requirement for granting any wage increase, we 
will hardly be in strong position to stand up against another industry which 
refuses to ship essential roducts until it receives a price increase not permitted 
by our standards. 

Sooner or later we would be forced, at a minimum, to develop a policy of passing 
along all cost increases—of automatic escalation all up and down the line. And 
we would probably have to recognize not only all future cost increases but all of 
the past cost increases which have occurred since the beginning of price contro] 
and have thus far been absorbed. 

Perhaps you do not realize how many industries have been required to absorb 
cost increases in the past 15 months. There have been extensive wage increases 
all during 1951, as well as freight rate increases, and higher prices*for imported 
materials as well as some domestic ones. Some of these higher costs have had to 
be recognized under our standards. But many more have been absorbed. 

I say to you in all seriousness: if price control policies were to come to this, 
we had better have no price control at all. For we would then have an infla- 
tionary machine, operating under Government auspices, which was geared to 
spin our economy into a dizzy spiral of ever higher prices, wages, costs, and prices. 

i realize that this has been a long statement, but I believe that in view of the 
seriousness of the situation, it is urgent that there be a full understanding of all 
the facts. Let me summarize the principal points which I have made. 

First, the problem of a steel price increase cannot be looked at in isolation. 
Requests for price increases by any industry must be judged in accordance with 
existing law and generally applicable standards. Only thus can the rule of law 
be preserved. 

Second, the maximum possible increase in employment costs which would 
result from the Wage Board’s recommendations is about $6 per ton. The full 
impact of this increase would not be felt during 1952, but it would represent the 
average cost over the next 14 months, including an allowance for retroactive wage 
increases to last January, but with no allowance for productivity increases. 

Third, I have explained the basis for the steel companies’ contention that the 
cost of the Wage Board’s recommendations to them would amount to $12 per 
ton. I have emphasized that, entirely apart from the fallacious basis for this 
claim, it would be utterly impossible to take into account wholly unsupported 
fears of possible future cost increases in the administration of price control. 

Fourth, I have shown that the maximum net increase in costs to the steel 
industry, after allowing for the Capehart adjustment, is about $3 per ton. This 
would still leave profits before taxes at about $17 per ton—far in excess of their 
pre-Korean level. In the face of so high a level of profits, the industry obviously 
could not qualify for price adjustments under the industry earnings standard. 

Next, I have explained why profits after taxes cannot be used as the basis for 
determining an industry’s need for price adjustments. But, even if they were so 
used in this case, the steel industry could not qualify for any price increase beyond 
that allowed under Capehart. 

And finally, I have stressed my belief that to yield in this case to the insistence 
for a large price increase in violation of all our standards, would be extremel) 
serious from the point of view not only of the stabilization program but of the 
basic health of our entire economy. 

These are the reasons why my agency has taken so strong a position on the 
question of steel prices. Perhaps the Congress and the public no longer want 
price control. Perhaps a “peaceful’’ wage settlement in steel is more to be desired 
than a continuance of our stabilization program, which up to now has operated 
with reasonable success. 

I ask only that we consider all of the facts and alternatives before we make that 
decision. Until I am told otherwise, I shall assume that my job, and that of 
my agency, is to carry out the purposes of the Defense Production Act. I have 
been trying to do just that in the present steel issue. 

As long as I am Director of the Office of Price Stabilization, I shall carry out 
the Jaw governing the operation of this Agency, 
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(Reference to the following will be found on p. 2056.) 


SraTeMENT BY. Exits JG. JARNALL, Director oF Prick STaBiLizaATION 


In earlier reports to this committee, I have stated my belief that the American 
people want to see our mobilization and stabilization programs through to final 
success. Equally, however, I am convinced the people do not want to burden 
the economy with restrictions and procedures that serve no useful purpose. 

If the Congress concurs in these views, my responsibility must therefore be 
twofold: (1) to maintain an effective structure of price controls, in order to protect 
recent stability and be ready to deal with renewed inflationary pressures; and 
(2) to see that controls are not exercised for controls’ sake and that they are 
relaxed or removed wherever such action is consistent with my orders from the 
Congress to keep prices stable. 

OPS does not desire to continue any of its controls longer than is necessary in 
the public interest. At the same time, the mixed condition of our markets requires 
that any relaxation of our controls should proceed in an orderly and selective 
fashion. This is my judgment as to the manner in which you want me to carry 
out the responsibilities Congress has given me—and this statement deals with 
the progress we have made in studying the problem of partial relaxation of price 
controls. 

On March 6 and again on March 19 I reported to this committee concerning 
our studies and plans for the possible relaxation of controls where commodities 
are selling substantially below ceilings. On the latter occasion I told you that 
I hoped to be able to make a more definitive statement of what we were doing in 
about 2 weeks. I am a little late, but you will understand that certain other 
matters in the past week or two have rather fully occupied our attention and there 
has not been a meeting of your committee. However, I am now ready with our 
promised report. It is called a Progress Report on ‘‘Soft Market” Policy and 
copies are today beng released to the public. At the same time we are issuing 
suspension amendments to certain of our regulations. I believe that you all 
have copies of the report, the suspension amendments, and the press releases 
covering each item. 

I shall not attempt to read to you our full report. Some of it is rather detailed 
and technical. But [ do wish to read portions of it, summarize other parts, and 
make certain comments both about the report and about the actions we have 
taken as well as those which we expect to take later. I should like first to read 
the introductory part of the report. 

The primary responsibility of the Office of Price Stabilization is to prevent the 
economic dislocations which would result from an upward spiraling of prices during 
a period of national emergency. This is the responsibility which Congress con- 
ferred on the OPS when it originally passed and later extended title IV of the 
Defense Production Act. 

It is also the clear intention both of Congress and the agency to avoid restric- 
tions and procedures which are not necessary to the accomplishment of this 
primary responsibility. The great productive achievements of the American 
economy, the success of both direct and indirect stabilization measures, and a 
normal reaction to a speculative boom, all have combined to reduce, at least fora 
time, the need for close price control in some areas of the economy, Conse- 
quently, the agency has found it possible to proceed with the orderly relaxation 
of its control program where that will not now interfere with the accomplishment 
of its primary task, nor weaken its ability to deal with renewed inflationary 
pressures, 

STUDY OF THE PROBLEM 


Ever since, in the latter half of 1951, when normal market conditions first 
reappeared in certain parts of the economy, serious consideration has been given 
to the development of appropriate modifications of price-control policies. Early 
in 1952 the responsibility for development of these modifications was formally 
vested in an agency committee. This progress report summarizes the work of 
this Committee on the Study of Relaxation of Controls, and the conclusions of the 
agency up to this time, 

Many outside the agency have urged that OPS embark upon a program of 
selective ‘“‘decontrol.’’ Some have even proposed formulas for the automatic 
decontrol of commodities, or the suspension of controls when certain mechanical 
conditions are met. Although deceptively simple and superficially appealing, 
these formulas completely overlook the complex problems of price-control admin- 
istration, 
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BASIC POLICIES 


We have studied in great detail a number of such proposals. As a result o! 
these studies we have adopted the following basic policies: 

1. For the foreseeable future we are not prepared to take decontrol action i1 
any consequential area. ‘‘Decontrol’’ connotes, an outright and permanent 
casting off of control, which in the present situation would be dangerous. W: 
will, of course, continue to decontrol commodities which are not significant from 
the point of view of the stabilization program under appropriate standards whic) 
were developed early in 1951. 

2. Instead of decontrolling important commodities where markets are “soft, 
we will suspend ceiling-price regulations or lighten reporting or record-keeping 
requirements, using standards under which we can objectively determine that 
such action is appropriate. 

Because of the variety and complexity of situations, we are firmly convinced 
that workable standards for suspension cannot be based on a mathematical o: 
“push button” formula. In fact, we feel that no single standard can proper! 
cover all areas which will have to be considered for relaxation or suspension of 
controls. Therefore, we believe it preferable to commence with the development 
of preliminary and perhaps limited standards, and with ‘“‘pilot’’ action unde: 
those standards, rather than to attempt at this time to formulate a comprehensive 
and permanent program for relaxation or suspension of controls. This also has 
the advantage of permitting any evaluation of our actions and our standards as 
we proceed. 

3. We will not suspend controls where such action would result in levels of 
prices or margins higher than permitted under existing regulations. The agency’s 
pricing standards are adequate to grant adjustment where needed and the) 
should continue to be used for that purpose. 

4. We will see to it that suspension is always terminated before previous ceiling 
levels are reached. 

To summarize this portion of the report, then, I can say that we have rejected 
“decontrol”; we have rejected “push-button” formulas for suspension; we have 
rejected suspension of ceilings as a means of giving price relief, but we hav 
decided that we can and should undertake suspension or other relaxation of con- 
trols where appropriate standards are met, and where appropriate safeguards can 
be provided. 

Now, what should these standards and safeguards be? 

At the outset, our committee faced this problem: careful study convinced it 
that no one set of standards could be developed to handle all cases; to develop 
standards in advance for all types of situations would undoubtedly take a long 
time. Not only would this delay any suspension actions in the easier kinds of 
cases, but it would also forego the advantages of experimentation and trial and 
error which would facilitate the improvement of the standards. 

Therefore, the committee reached what I believe was a sound decision as to its 
procedure. 

1. It would develop preliminary standards to fit the easiest class of cases; 

2. It would test those standards by applying them to selected commodity situa 
tions in which suspension had been urged upon OPS; 

3. On the basis of careful study of these commodities, the standards themselve: 
could be evaluated and if necessary revised; 

4. Some commodities could then be suspended if they met the standards; 

5. The results of these suspension actions could then be watched while th: 
committee went ahead with development of standards for a more difficult class of 
cases. 

For many reasons the easiest class of cases was the class of primary products 
where dollars-and-cents ceilings were in effect. Here ‘softness’? could most 
easily be measured; price movements after suspension could most easily be 
watched; there were fewer “‘mixed’”’ situations in which prices for some grades 
or types or in some locations are at ceiling and other below; there were few admin 
istrative problems for sellers because commodity lines tended to coincide wit! 
business lines; and so on. 

The preliminary standards developed for this class of cases are outlined in‘our 
report, beginning on page 3. I shall merely summarize them. 

1. Before we suspend or otherwise relax controls, we must find that prices i! 
an area are materially below ceiling, and that there is clear prospect that they wil! 
not shortly rise to ceiling. We have the problem of determining what the ‘area’ 
is for which we make this finding, we must specify what we mean by ‘“‘prices,’ 
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and what we mean by “materially below ceiling.’’ With respect to the last of 
these, we were unable to set any uniform percentage figure applicable to [all 
situations. It has to depend on the volatility of prices, seasonal movements, the 
extent to which individual grades or types vary in relationship to ceilings and 
other factors. The finding that prices are not likely to rise to ceiling must be 
based upon a full economic analysis of market prospects. We obviously don’t 
want to suspend this week, and next week find prices back at ceiling levels. 

2. Assuming we find an area which meets the above standards, we must first 
establish certain safeguards before we take suspension or other action. The 
first one is that we must have an adequate ‘‘price watching’’ system to keep us 
informed of price movements in the suspended area. For the raw materials in 
our first group this is usally already available. When we come to some other 
kinds of products, we may have to set up such a system. 

The second safeguard is a determination as to when and under what conditions 
the suspension would be terminated. You may ask why we have to do this in 
advance. I think there are good reasons. Suppose we suspend without this 
determination and then the market starts to move up. Immediately an argu- 
ment will start. Some, who want to take no chances, will urge that we place 
the controls back on immediately. Others, who are less timid, will urge that 
we wait. Some, particularly in the trade—who may want to see the oid ceiling 
level pierced—will urge that we wait even longer, and will try to soothe our fears 
by predictions that the situation is really only temporary, that we don’t need to 
worry, and so on. Under such conditions, an objective consideration is most 
difficult. We would be torn by disputes, and, speaking realistically, I am afraid 
that we would often be tempted to wait too long. We don’t, of course, propose 
to bind ourselves unalterably to our previous determination; in some circum- 
stances we might get a warning signal and still decide to wait. But we will have 
a reasoned, objective determination, not hastily made under the pressures and 
heat of an emergency. 

Just as we cannot provide a single uniform figure at which it is safe to suspend, 
so we cannot fix a single uniform figure at which controls should be reimposed, 
and for much the same reasons. It will depend upon price volatility, upon the 
efficiency of our price-watching system, upon the extent to which prices in the 
area tend to move together or separately, and other factors. 

These, then, are the conditions under which we would suspend or relax, and 
the safeguards we would provide before we act. 

3. If suspension action is taken, and then the suspension is terminated, the 
level of restored ceilings will not be higher than that prior to suspension, except 
as required by law. (The exception might stem from a rise in parity between time 
of suspension and reimposition, or a rise in costs which would make the previous 
ceilings no longer ‘‘generally fair and equitable.’’) Contracts at prices higher 
than presuspension ceilings will be entered into at the risk of the contracting 
parties. We shall not hesitate to cut across such contracts if there are good price 
reasons for so doing. 

4, Finally, in the event of new international developments, or for any other 
emergency reason, I would not hesitate to reimpose controls even before the regu- 
lar conditions for reimposition have been met. 

These are our preliminary standards. For their first application, I now read 
again from our report. 

“PILOT STUDIES” 


As noted above, these preliminary standards were primarily developed, to 
permit evaluation of proposed suspensions at the primary producer level, where 
dollars-and-cents ceilings are in effect. These standards were then tested by their 
application to certain commodities. Early in March the committee selected the 
following areas for ‘‘pilot studies’’: hides, wool, and related fibers, cotton, burlap, 
and tallow. In the course of this work the study of tallow was broadened to 
include other fats and oils. 

For each of the commodity areas selected for pilot studies, the working staf of 
the committee, in cooperation with the personnel of the commodity divisions, 
developed full and detailed reports covering past, current, and prospective produc- 
tion and productive capacity, inventories, demand, and the factors influencing 
demand, together with detailed statistics on market and ceiling prices, and much 
other related information. Many hundreds of man-hours went into these reports. 
These reports were then carefully considered by the whole committee, which often 
requested further facts. 
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On the basis of all of the information available to it, the committee determined 
that the following commodities met the standards, and recommended suspension 
action: 

Cattlehides Crude soybean oil 
Kips Crude corn oil 
Calfskins Burlap 

Tallow Wool 

Lard Wool waste 
Animal waste materials Wool tops 
Vegetable soapstock Wool noils 

Crude cottonseed oil Alpaca 


Full consideration of mohair led to the conclusion that suspension could not 
be recommended at this time. 

The committee is continuing its study of raw cotton with a view to making a 
report and recommendation in the near future. It was held desirable to delay 
this report until the committee also had an opportunity to conclude its study of 
textiles and apparel which are currently on its agenda. 

In each case, the committee’s recommendations included specific conditions 
under which suspension would be terminated. These conditions involve both the 
movement of average price levels for the whole commodity area and movements 
of particular major grades or types. Recontrol of some commodities is made 
dependent upon recontrol of a related commodity. The difference between ceiling 
prices and recontrol points is not the same for each commodity group. The reasons 
for these variations include the volatility of prices, the availability of current 
price information, the extent to which prices of various grades move together, 
and other relevant factors. 

In some cases, recontrol points were fixed rather close to current ceilings. In 
the case of fats and oils, for example, the difference between the recontrol prices 
and the suspended ceilings is less than 2 days’ trading limit on the commodity 
exchange. But for these commodities, prices are available on a daily, or even an 
hourly basis. Where information is less readily available, or where there is greater 
variety of price movements among the various types or grades of the commodity, 
recontrol points were set rather lower relative to ceilings. We must avoid a situ- 
ation in which the ceiling level would be breached before recontrol could be insti- 
tuted, requiring roll-backs, and the cutting across of contracts for future delivery. 

It should be noted that all of the primary commodities covered by the first 
set of actions have a record of sharp price volatility. Recontrol points must 
therefore be set somewhat further below ceilings than, under otherwise similar 
circumstances, may be the case for commodities which are less volatile. 


PENDING MATTERS 


As has been indicated, the preliminary standards set forth above were developed 
primarily for the consideration of commodities at the primary producer level, 
where dollars-and-cents ceilings were in effect. The committee is now in the 
process of studying certain “‘pilot’’ areas at other levels of production and distri 
bution. As these studies progress, the committee will determine what modifica- 
tions and refinements of the preliminary standards or what alternative standard: 
are appropriate. Account will have to be taken of the substantially harder prob 
lems of precise definition of an “area” the wider diversity of price movements 
within the area, the greater difficulty in obtaining good current price informatio! 
the absence of uniform ceilings, and numerous other complexities. 

The committee is making substantial progress, and will make further recom 
mendations. 

In this further study, the committee is including the development of standards 
and procedures for the relaxation or elimination of recordkeeping and reporting 
requirements where suspension is not appropriate. One member of the staff of 
the committee is now spending full time in a review of our existing reporting and 
record-keeping requirements. 

It is hoped that the committee will soon be able to develop detailed operating 
instructions which will permit the processing of suspension actions to be turned 
over to the individual commodity branches and divisions. 

Mr. Chairman and members of the committee, I have given you the report ! 
promised some weeks ago. I sincerely hope that it meets your expectations anc 
that you will approve what we have done. 

This is not a completed program; it is a developing program. I wish it were 
simple and easy to relax controls, and that I could have today given you not Just 
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od the first chapters of the story but the full plot right down to the denouement and 

mn the epilogue. But like most major problems of price control, this is a complex 
and difficult one, which will tax our ingenuity to the utmost. The flexibility and 
adaptability of price control administration will be put to a severe test. How- 
ever, there are few simple problems in this business. 

I can only assure you that we are sincerely motivated by the same consider- 
ations as I feel certain you are. We want primarily to prevent inflation. But 
we want to do our job with the least possible burden upon our economy, and the 
least possible interference with free markets. 

Section 401 of the Defense Production Act states the intention of Congress 
with respect to price controls. It includes the following words which we in 
OPS keep constantly before us: ‘‘It is the intent of Congress that the authority 

ot conferred by this title shall be exercised * * * with full consideration and 
emphasis, so far as practicable, on the maintenance and furtherance of the Amer- 
: ican system of competitive enterprise, * * * and the maintenance and 


- furtherance of the American way of life.’ 


of None of us likes controls, but there are times when a national emergency com- 
s pels their use. It is my daily and fervent hope that the time is not too distant 
- when we shall be talking not about selective suspension of controls, but about 
te their complete termination. 
le 
y , . . . 
. (Reference to the following will be found on p. 2059.) 
at : : 7 ; : 
r STATEMENT OF Exits G. ARNALL, DIRECTOR OF PRICE STABILIZATION, ON ELIoM- 
, INATING THE WorpD “HEREAFTER” FroM THE HERLONG AMENDMENT 
a I have been asked to give you a fuller explanation of my recommendation to 
Z retain the word ‘‘hereafter’’ in section 402 (k) of the act, the so-called Herlong 
: amendment. 
= This word ‘‘hereafter’’ was inserted last year by the conference committee so 
- as to make it clear that the Office of Price Stabilization need not change all its 
? regulations affecting distributors merely for the purpose of complying with the 
= Herlong formula. 
P Following the intent of Congress, OPS has complied with the Herlong provision 
& in every instance when a new regulation for distributors was issued or an old one 
s amended. The long list of these actions has been inserted into your record. A 
» large proportion of these actions was necessary for other reasons but, whatever the 
- basic reason for the action, when it was taken OPS recognized its legal obligation 
to adjust distributors’ margins to the Herlong formula. On the other hand, a 
good many actions were taken for the sole purpose of giving distributors a wider 
margin and wherever section 402 (k) was applicable, distributors’ margins were 
d based on the Herlong formula. 
. » It is a fact, however, that a great number of distributors are still operating 
, under regulations which have not been adjusted under the Herlong amendment. 
» From this fact the conclusion has been drawn that either the law or its adminis- 
1 tration is unfairly discriminatory. But this conclusion would be warranted only 
| if the margins allowed distributors under regulations that have not been changed 
, were generally smaller than the margins prevailing during the Herlong base 
" period. There is no evidence to support this assumption. On the contrary, it 
is believed that the general level of distributors’ margins under our unchanged 
regulations— especially under the general retail regulation CPR 7—is higher than 
during the Herlong base period. 

There are hundreds of distributive trades subject to our regulations. The 
1s grocery trade is the only one from which you have received a complaint because 
( the percentage margins which it has been given are not based on the Herlong 
of base period. Even in the grocery trade, there have been no real complaints 
a from the large numbers of independent retailers. 

The complaint of the grocery chains is not that they are denied percentage 
g margins and, it must be remembered, the principal purpose of the Herlong 
d amendment was to insure that historical pricing practices of wholesalers and 

retailers would be preserved. And, that is exactly the method of price control 
! which OPS Ceiling Price Regulations 14, 15, and 16 use for wholesalers and 
d retailers of dry groceries. Every time a retail grocery store, for example, expe- 


riences a cost increase for a dry grocery item, that store obtains a full pereentage 
e mark-up on the increase. That means that when his invoice cost doubles, the 
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retailer is entitled to receive twice as many dollars and cents, despite the fac: 
that it is hardly likely that his operating expenses would also have doubled. 

The only complaint, therefore, insofar as the grocery trade is concerned, i: 
that the percentage mark-ups it receives under CPR’s 14, 15, and 16 are not 
based on the May—June 1950 period. That being the case, it is of basic impor 
tance to indicate just how the percentage margins which the grocery trades no\ 
receive were actually computed. These percentage margins are based on a 
detailed and costly survey made during the war by OPA. This survey resulted 
in regulations which were about the most successful ever issued by the OPA 
and were upheld by the courts. Since that time, prices of goods sold in grocer, 
stores have increased by almost 70 percent. Therefore unchanged percentag: 
margins would give the stores almost 70 percent more dollars and cents for operat 
ing expenses and profit even if they did not sell a larger physical quantity of 
food. Actually, they do sell a larger physical volume. It does not seem likel\ 
therefore, that their operating expenses have increased as much as 70 percent 
In spite of that, some of the percentage margins in the OPS dry grocery regula 
tions were increased by 1 or 2 percentage points above the OPA margins, and 
we have no evidence to prove that the OPS margins generally are less tha 
those obtained by the grocery trade during the Herlong base period. 

Nevertheless, an extensive survey is now underway to collect all the facts 
This is not an easy job. Grocers, like most other retailers, may retain the i: 
voices of their suppliers and thus have a record of the prices they paid for thei: 
merchandise. But they do not generally make a record of the prices for whic! 
they sell that same merchandise—except the large supermarkets and chai: 
stores. Even for those, there are differences in margins from store to store, fron 
one category of merchandise to another, from season to season, and differences 
for numerous other reasons as well. These differences, combined with the lack 
of records, are the basic reason why it is so difficult to determine margins thai 
correspond to those of a particular base period and are at the same time fair t: 
all concerned. 

Because of these difficulties, our survey will cost us many thousands of dollar: 
I hardly need emphasize that such a survey requires a great deal of careful prepara 
tion if the money is to be well spent. We have consulted the industry a number 
of times and we have conducted several advance tests. I have not had the op 
portunity to watch the preparations for it from the beginning and I can’t te! 
you whether it could have been done faster. But I can assure you that th 
work is now being completed as expeditiously as possible. 

I can further assure you that the results will have our most careful attention 
There will be no unfair discrimination against the grocery trade. If the fact- 
show that adjustments in grocery margins are justified, these adjustments wil! 
be made. You need not change the law to bring these adjustments about. W: 
only have to complete our collection and analysis of the facts, and no change i! 
the law could speed up that process. 

A change in the law, on the other hand, could have very undesirable cons 
quences for our administrafion of price ceilings in other distributive trades. As 
I mentioned a while ago, there are a number of regulations for distributors provid 
ing them with margins that are fair but are not derived from the Herlong bas: 
period. Among these important regulations are CPR 7—covering most depart - 
ment stores, variety stores, and mail-order sales, and specialty stores of apparc! 
furniture, shoes, and some appliances; CPR 14, 15, and 16—covering wholesa|: 
and retail sales of dry groceries; the GCPR—covering many groups, including drug 
stores, hardware stores, lumber yards, building material dealers, wholesaler: 
of most consumer goods (except food), and numerous classes of industrial dis 
tributors; CPR 13—covering distributors of petroleum products, and CPR 31 
covering most imported commodities. I do not know how we could cope with tl 
problem that would be raised in connection with these regulations if the wor 
“hereafter”? were stricken from section 402 (k). We certainly would face ver) 
considerable difficulties. 

Take, for example, CPR 7, which covers department stores and many othe: 
retailers selling similar kinds of merchandise. This regulation permits each selle: 
covered by it to use percentage margins—just what the distributors want a1 
what the sponsors of the Herlong amendment had in mind. But the margin: 
allowed under the regulation are not those of the Herlong base period. When t!i 
regulation was issued, it was recognized by OPS that most retailers have no record 
to show their margins as of some past date or period. Therefore, the marg!! 
permitted were determined by having each retailer prepare a pricing chart, whic 
in effect is a list of the merchandise he has in stock on a specified date, with t! 


Se 
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purchase and sales price for each item. Even though he has no records for the 
goods he sold last week, let alone a year or 2 years ago, he can easily compile these 
figures for the inventory he has on hand. And that is what he had to do under 
CPR 7 whenever it first became effective for any particular kind of merchandise . 

The retail trade is highly satisfied with this kind of regulation. It works well. 
It is fair to the seller and to the consumer alike. But if the Congress now decided 
to change the law and to eliminate that one word “‘hereafter,’’ then it might be 
found that CPR 7 was no longer legal because its margins are not based on the 
period from May 24 to June 24, 1950. It might be held that OPS now has to 
go to work and find out what the margins of that base period were. This would 
be an even more complex and much larger job than the one that we have under 
way for the grocery trade. It would cost many hundreds of thousands of dollars. 
It would take months of work for many Government employees. And it would 
impose a considerable burden on a great many retailers. We would have to do 
the same thing for drug stores, hardware stores, lumber yards, distributors of 
petroleum products, and many other retailers. It would be precisely the kind 
of needless and expensive red tape that gives the Government a bad name with 
business. 

Now, it may be said that we need not go through any such operation if we 
only trusted the individual businessman. It has been suggested that all we need 
do is to have each distributor file an affidavit stating his pre-Korea margin and 
then catch the few who might try to cheat. That would require each distributor 
to determine his pre-Korea margin on each of thousands of items he sells, if he 
could do so. We tried that method in our retail distilled spirits and wine regula- 
tion, CPR 78, SR 2, and received so many complaints from retailers that requir- 
ing them to determine their individual margins was very burdensome that we are 
now changing that regulation. In addition, that view simply ignores the salient 
fact that most distributors don’t have any record of their pre-Korea margins. To 
be sure, the large mail-order houses, the big chain and department stores have 
such records. But the multitude of smaller distributors just don’t have them. 
The representative of the National Association of Retail Grocers who appeared 
before this committee told you that retail grocers don’t have this information. 
(And every retail expert will tell you that the same is true of the small stores 
in every line of retail trade. 

It certainly would be the rankest sort of discrimination to give pre-Korea 
margins to the large retailers who can show what their pre-Korea margins were 
and to confine all other retailers to the same margins or to give them some other 
margins on an arbitrary base. But that is what we might be forced to do if the 
aw were to be changed so as to make the percentage margins of the Herlong base 
period the only legal method of price control in the distributive trades. 

In summary, therefore, I might say that whatever small number of inequities 
might now be found to exist can and will be corrected by OPS under the present 
aw, whether you follow my earlisr recommendation to eliminate the Herlong 
amendment, or leave it in the act with the word “‘hereafter.’”’ But an elimination 
f that word might well lead to much more serious and widespread inequity, and 

would certainly lead to a great deal of unnecessary and undesirable administra- 
tive difficulty, waste of Government money, and needless bother for businessmen. 


Procress Report on “Sorr Marker’ Po.uicy 


The primary responsibility of the Office of Price Stabilization is to prevent the 
economic dislocations which would result from an upward spiraling of prices 
luring a period of national emergency. This is the responsibility which Congress 
onferred on the OPS when it originally passed and later extended title IV of the 
Defense Production Act. 

It is also the clear intention both of Congress and the agency to avoid restric- 
tions and procedures which are not necessary to the accomplishment of this 
primary responsibility. The great productive achievements of the American 
conomy, the success of both direct and indirect stabilization measures, and a 
ormal reaction to a speculative boom, all have combined to reduce, at least for 

time, the need for close price control in some areas of the economy. Conse- 
quently, the agency has found it possible to proceed with the orderly relaxation 
of its control program where that will not now interfere with the accomplishment 


of its primary task, nor weaken its ability to deal with renewed inflationary 
pressures, 
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STUDY OF THE PROBLEM 


Ever since, in the latter half of 1951, normal market conditions first reappeared 
in certain parts of the economy, serious consideration has been given to thx 
development of appropriate modifications of price control policies. Early i: 
1952 the responsibility for development of these modifications was formerly 
vested in an agency committee. This progress report summarizes the work ot! 
this committee on the study of relaxation of controls, and the conclusions of the 
agency up to this time. 

Many outside the agency have urged that OPS embark upon a program of 
selective ‘‘decontrol.’’ Some have even proposed formulas for the automatic 
decontrol of commodities, or the suspension of controls when certain mechanica 
conditions are met. Although deceptively simple and superficially appealing 
these formulas completely overlook the complex problems of price control admin 
istration. 


BASIC POLICIES 


We have studied in great detail a number of such proposals. As a result 
these studies we have adopted the following basic policies: 

1. For the forseeable future, we are not prepared to take decontrol action i: 
any consequential area. ‘‘Decontrol’’ connotes an outright and permanent casting 
off of control, which in the present situation would be dangerous. We will, of 
course, continue to decontrol commodities which are not significant from th: 
point of view of the stabilization program under appropriate standards whic! 
were developed early in 1951. 

2. Instead of decontrolling important commodities where markets are “‘soft, 
we will suspend regulations or lighten reporting or record-keeping requirements 
using standards under which we can objectively determine that such action is 
appropriate. 

Beeause of the variety and complexity of situations, we are firmly convinced 
that workable standards for suspension cannot be based on a mathematical or 
push-button formula. In fact, we feel that no single standard can properly 
cover all areas which will have to be considered for relaxation or suspension of 
controls. Therefore, we believe it preferable to commence with the development 
of preliminary and perhaps limited standards, and with ‘‘pilot”’ action under those 
standards, rather than to attempt at this time to formulate a comprehensive and 
permanent program for relaxation or suspension of controls. This also has the 
advantage of permitting an evaluation of our actions and our standards as we 
proceed. ‘ 

3. We will not suspend controls where such action would result in levels of prices 
or margins higher than permitted under existing regulations. The agency’s 
pricing standards are adequate to grant adjustment where needed and they should 
continue to be used for that purpose. 

4. We will see to it that suspension is always terminated before previous ceiling 
levels are reached. 

PRELIMINARY SUSPENSION STANDARDS 


There must be objective standards for determining when price control in a 
given area should be suspended. The agency must be able to justify its actio: 
or inaction in each case in terms of such standards. The responsibility involved 
is heavy and decisions cannot be made simply on “hunch” or ‘‘feel.”’ 

The preliminary suspension standards outlined below were designed to permit 
immediate examination of proposed suspension at the primary producer level wher: 
dollars-and-cents ceilings are in effect. These are the areas where soft markets 
can be most readily defined and techniques for suspension most readily developed 
These preliminary standards will also provide the basis for such modificatio: 
and refinement as may be necessary to deal with other levels and areas. Under 
these standards it may be more appropriate to ease reporting or record-keepin: 
requirements for some trades and industries rather than to suspend regulations 

These are the preliminary standards: 

1. Suspension action or other relaxation will not be approved unless the follow 
ing standards are met. 

(a) Prices in an area are materially below ceilings. 

(1) ‘‘Prices’’ include prices in contracts for future delivery. 

(2) ‘‘Area’”’ has reference to a range of related items. This range will b 
determined by the structure of the market and of OPS regulations. It wi 
take account of the practicability (both from the standpoint of sellers and 
of OPS) of separation between suspended and nonsuspended items. 
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(3) Each level of production, processing or distribution will be considered 
separately. 

(4) Not only must the average level of prices be ‘“‘materially below” 
ceilings, but also the prices for the bulk of individual transactions must be 
below ceilings. 

(5) ‘“‘Materially below ceilings’ will take into account such factors as the 
degree of volatility of prices, seasonal movements, and the extent to which 
ceilings are realistic in terms of stabilization policy (as would normally be the 
case with a “tailored” regulations, but not necessarily with general regulations 
such as GCPR or CPR 22). 

(b) There is no prospect that reimposition of controls will be necessary in the 
foreseeable future. 

(1) This finding will depend upon full information concerning current 
supply and demand, productive capacity, inventories, crop conditions, where 
applicable, volatility of prices and other relevant factors. 

2. Before suspending ceilings or otherwise relaxing controls in any area, the 
following safeguards must be provided: 

(a) An adequate price-watching system must be established to follow the 
movement of current and future prices and their relationship to ceilings. 

(1) For highly volatile prices, this must be on a daily basis; for others, 
on a less frequent but periodic basis. The kind of price-watching system 
will depend largely upon the nature of the area and of the applicable OPS 
regulation. 

(2) Under certain circumstances, a report may be required of any offers, 
contracts or deliveries above presuspension ceilings or within a specified 
range below. 

(b) There must be a determination of the conditions under which controls will 
be reimposed and of the appropriate recontrol mechanism. 

(1) These conditions may involve average prices or particular prices, and 
due allowance for seasonal variations. 

(2) In any event, these conditions must require the reimposition of controls 
before a significant volume of transactions has reached the suspended ceilings. 

(3) These conditions must be published at the time of suspension. 

(ec) There must be a provision that all records required previously will be 
preserved. 

3. If suspension is terminated, the level of ceiling prices will not be higher 
than that prior to suspension, except as required by law, and contracts at prices 
higher than presuspension ceilings will be entered into at the risk of the contracting 
parties. 

4. The Director may at any time reimpose controls if he determines that such 
action is necessary or appropriate to carry out the purposes of the Defense Produc- 
tion Act of 1950, as amended. 


“PILOT STUDIES” 


As noted above, these preliminary standards were primarily developed to per- 
mit evaluation of proposed suspensions at the primary producer level, where 
dollars-and-cents ceilings are in effect. These standards were then tested by 
their application to certain commodities. Early in March the committee 
selected the following areas for ‘‘pilot studies’’: hides, wool and related fibers, 
cotton, burlap, and tallow. In the course of this work the study of tallow was 
broadened to include other fats and oils. 

For each of the commodity areas selected for pilot studies, the working staff of 
the Committee, in cooperation with the personnel of the commodity divisions, 
developed full and detailed reports covering past, current, and prospective pro- 
duction and productive capacity, inventories, demand, and the factors influ- 
encing demand, together with detailed statistics on market and ceiling prices, and 
much other related information. Many hundreds of man-hours went into these 
reports. These reports were then carefully considered by the whole committee, 
which often requested further facts. 
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On the basis of all of the information available to it, the committee determined 
that the following commodities met the standards, and recommended suspension 
action: 


Cattlehides Crude soybean oil 
Kips Crude corn oil 
Calfskins Burlap 

Tallow Wool 

Lard Wool waste 
Animal waste materials Wool tops 
Vegetable soapstock Wool noils 

Crude cottonseed oil Alpaca 


The full consideration of mohair led to the conclusion that suspension could 
not be recommended at this time. 

The committee is continuing its study of raw cotton with a view to making a 
report and recommendation in the near future. It was held desirable to delay 
this report until the committee also had an opportunity to explore the suspension 
of textiles and apparel which are the next items on its agenda, 

In each case, the committee’s recommendations included specific conditions 
under which suspension would be terminated. These conditions involve bot! 
the movement of average price levels for the whole commodity area and mov« 
ments of particular major grades or types. Recontrol of some commodities is 
made dependent upon recontrol of a related commodity. The difference betwee: 
ceiling prices and recontrol points is not the same for each commodity group 
The reasons for these variations include the volatility of prices, the availability of 
current price information, the extent to which prices of various grades move to 
gether, and other relevant factors. 

In some cases, recontrol points were fixed rather close to current ceilings. | 
the case of fats and oils, for example, the difference between the recontrol pric« 
and the suspended ceilings is less than two days trading limit on the commodit, 
exchange. But for these commodities, prices are available on a daily, or even a: 
hourly basis. Where information is less readily available, or where there 
greater variety of price movements among the various types or grades of th 
commodity, recontrol points were set rather lower relative to ceilings. We mus 
avoid a situation in which the ceiling level would be breached before recontro 
could be instituted, requiring rollbacks, and the cutting across of contracts for 
future delivery. 

It should be noted that all of the primary commodities covered by the first s 
of actions have a record of sharp price volatility. Recontrol points must ther 
fore be set somewhat further below ceilings than, under otherwise similar cirew 
stances, may be the case for commodities which are less volatile. 


PENDING MATTERS 


As has been indicated, the preliminary standards set forth above were develope 
primarily for the consideration of commodities at the primary-producer lev 
where dollars-and-cents ceilings were in effect. The committee is now in thx 
process of studying certain ‘‘pilot’’ areas at other levels of production and distri 
bution. As these studies progress, the committee will determine what modifica 
tions and refinements of the preliminary standards or what alternative standard 
are appropriate. Account will have to be taken of the substantially hard 
problems of precise definition of an ‘‘area,”’ the wider diversity of price movements 
within the area, the greater difficulty in obtaining good current price informatio 
the absence of uniform ceilings, and numerous other complexities. 

The committee is making substantial progress, and will make further recon 
mendations. 

In this further study, the committee is including the development of standard 
and procedures for the relaxation or elimination of record-keeping and reportin: 
requirements where suspension is not appropriate. One member of the staff « 
the committee is now spending full time in a review of our existing reporting a! 
record-keeping requirements. 

It is hoped that the committee will soon be able to develop detailed operati: 
instructions which will permit the processing of suspension actions to be turn 
over to the individual commodity branches and divisions. 
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Co.e-Ives Ratio 


I should like to call your attention to a difficulty involving ceiling prices to 
producers of fluid milk. For Federal milk marketing areas, section 402 (d) (3) 
prevents OPS from interfering in any way with minimum prices to producers of 
fluid milk, as determined by the Department of Agriculture, in accordance with 
standards laid down in the Agricultural Marketing Agreement Act of 1937. 
Ceiling prices to producers of fluid milk in other areas, which might be called 
non-Federal areas, cannot under section 402 (d) (3) be fixed below a ratio, com 
monly referred to as the Cole-Ives ratio, with a proviso that whenever the Secre- 
tary of Agriculture finds that the prices so fixed are not reasonable in view of 
certain enumerated standards he shall fix such prices as he finds will reflect the 
enumerated standards. These standards are the same as those governing the 
establishment of minimum prices payable to producers in Federal areas in accord- 
ance with the Agricultural Marketing Act of 1937. 

The question is whether the Secretary may lower a price computed pursuant to 
the Cole-Ives ratio. The legislative history of the Defense Production Act of 
1950 clearly shows that it was the intent of Congress to assure equal treatment of 
producers of milk in Federal and non-Federal areas. It would seem, therefore, 
that just as the Secretary may raise or lower prices in Federal areas in accordance 
with the standards therein preseribed, he should also be authorized to raise or 
lower prices in non-Federal areas, since the standards for his determination in such 
non-Federal areas are expressed in the very words in which they are expressed in 
the Marketing Agreement Act of 1937. We think the act says this. However, in 
order to make it perfectly clear we would appreciate it, if the intent of Congress 
were more clearly stated by the insertion of a paragraph in the report on the bill 
your committee is considering. 
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(Reference to the following will be found on p. 2006.) 


These are the facts 
in the 


Steel controversy 


STEEL COMPANIES IN THE WAGE CASE 


Room 5401, 350 Fifth Avenue, New York 1, N. Y. 
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STEEL PLANTS SEIZED... 


President Truman on April 8th described his action in the steel 


controversy as follows: 


“Therefore, I am taking two actions tonight 
“First, I am directing the Secretary of Commerce to take 
possession of the steel mills, and to keep them operating. 
“Second, I am directing the Acting Director of Defense 
Mobilization to get the representatives of the steel com- 
panies and the steel! workers down here to Washington at 
the earliest possible date in a renewed effort to get them to 


settle their dispute.” 


He then declared: 
“The fact of the matter is that the settlement proposed by 


the board is fair to both parties and to the public interest.” 


...CHALLENGE TO AMERICANS 


Clarence Randall, president. Inland Steel Company. on April 9th 
responded to the President and REMINDED HIS AUDIENCE WHAT 
THE CONTROVERSY MEANS TO THE AVERAGE AMERICAN IN 
HIS SUMMARY as follows: 


“I present this forthright reply to the President only be- 
cause I believe deeply in the truth of what I have said. I 
should feel derelict in my duty as a citizen if I did not to- 
night call upon Americans everywhere to take up the chal- 
lenge the President threw down last night. This is America 
at the crossroads. To the housewife this means that the 
whole giddy spiral of inflation starts again. To freedom 
loving people it means the closed shop and compulsory 
unionism. To the businessman it is the threat of national- 
ization. A sad chapter has been written in American history, 


which must be erased.” 
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YOU CAN'T RAISE WAGES 
WITH MONEY YOU'VE 
SPENT FOR TAXES 


Mr. Truman alleged that the steel 
companies are making a profit of $19.50 a 
ton on every ton of steel they produce and 
implied that the companies could, therefore, 
absorb out of profits the wage increases rec- 


ommended by the Wage Stabilization Board. 


Mr. Truman overlooks one item: two- 
thirds of what he calls profit is taken away 


in taxes. Steel companies cannot pay taxes 


ALLEGED PROFIT 


2 


and wages with the same dollar. Nor can the 
industry build new plants needed for defense 
with the dollars it pays the government in 
taxes. If the money all of us paid govern- 
ment in taxes were by some magic restored as 
spending money to our. pocketbooks, that 


would be paradise indeed. 


The truth is that profit is what is left 
after taxes, And the true figure of profit per 


ton of steel sold in 195] is about $6.00. 


ACTUAL PROFIT 


PER TON PER TON 
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STEEL PROFITS ARE MODERATE 
AND ARE DECLINING! 


The National City Bank of New York each year publishes a tabulation showing 


the profits of the American principal industries. 


Here is how the percentage of profits earned on sales by steel companies in 1951 


compared to the showing of other industries, according to the Bank’s report: 


INDUSTRY % EARNED ON SALES 
1. Cement er a eee ; 11.8% 


. Petroleum Products and Refining... .. . . eee ee re | 
(MUIOIPUNOIID coo oc cca senncvuss , 9.9 
cate? eats aus 9.7 
. Drugs and Medicines Sean ae ; ; 9.4 
. Silk and Rayon... . ; ee 9.0 
Non-Ferrous Metals 8.8 
. Soft Drinks .... beara ad 8.7 
. Paper and Allied Products te 8.3 
. Stone and Clay Products arate 8.1 
. Office Equipment... ... ee ...7.4 


2 
3 
4, 
5 
6 
a. 
8 
9 


~—_ 
yn — © 


. Glass Products ........ nails 6.8 


~ 
ao 


. Miscellaneous Manufacturing ..... acaba 6.3 


. Sugar.... Sebi 6.2 
. Hardware and Tools oe eon 


—~— 
uu 


Me 


o 


. Machinery ...... 5.9 
5.8 
Total Manufacturing Industries Combined. ... . a 6.2% 


a 
~ 


Source: National City Bank Letter, April, 1952 


Steel net profits declined in 1951 almost 13% below the 1950 
level, according to the American Jron and Steel Institute. 


The percentage earned on sales in 1951 was the lowest in the last five years. 


3 
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YOU CAN'T RAISE WAGES 
WITH MONEY YOU'VE 
SPENT FOR TAXES 


Mr. Truman alleged that the steel 
companies are making a profit of $19.50 a 
ton on every ton of steel they produce and 
implied that the companies could, therefore, 
absorb out of profits the wage increases rec- 


ommended by the Wage Stabilization Board. 


Mr. Truman overlooks one item: two- 
thirds of what he ealls profit is taken away 


in taxes. Steel companies cannot pay taxes 





ALLEGED PROFIT 


and wages with the same dollar. Nor can the 
industry build new plants needed for defense 
with the dollars it pays the government in 
taxes. If the money all of us paid govern- 
ment in taxes were by some magic restored as 
spending money to our. pocketbooks, that 


would be paradise indeed. 


The truth js that profit is what is left 


after taxes. And the true figure of profit per 


ton of steel sold in 1951] is about $6.00. 


ACTUAL PROFIT 


PER TON PER TON 
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STEEL PROFITS ARE MODERATE 
AND ARE DECLINING! 


The National City Bank of New York each year publishes a tabulation showing 


the profits of the American principal industries. 


Here is how the percentage of profits earned on sales by steel companies in 1951 


compared to the showing of other industries, according to the Bank’s report: 


INDUSTRY % EARNED OW SALES 
1. Cement . 11.8% 


. Petroleum Products and Refining... .. . iat STS 
. Chemical Products . . . pera i, atsl a - 9.9 
. Lumber Peretetanis ae ee see 9.7 
. Drugs and Medicines... .. ; “ght 9.4 
. Silk and Rayon......... Pesce ats 9.0 
Non-Ferrous Metals ..... ies 8.8 
. Soft Drinks Band 8.7 
. Paper and Allied Products Pile: < Gu dienes ee 
. Stone and Clay Products a epee § 8.1 


2 
3 
4 
5 
6 
7. 
8 
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. Office Equipment... ... 7.4 
. Glass Products ...... Sai ; 6.8 


—<- = 
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. Miscellaneous Manufacturing 6.3 


. Sugar.... avs aha 6.2 
. Hardware and Tools «eee = Ba oe ; sahemic’ 


—_— 
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5.9 
. 5.8 
Total Manufacturing Industries Combined. ......... 6.2% 


= 


Source: National City Bank Letter, April, 1952 


Steel net profits declined in 1951 almost 13% below the 1950 


level, according to the American Iron and Steel Institute. 


The percentage earned on sales in 1951 was the lowest in the last five years. 


3 
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“CATCHING UP” 


FORMULA FOR INFLATION 


Mr. Truman says: “Under the Wage 
Stabilization Board recommendations the 
steel workers would simply be catching up 
with what workers in other major industries 


are already receiving.” 


The four big industries which steel is sup- 
posed to be “catching up” to are electrical 
rubber and meat- 


machinery. automobiles, 


paching 


Actually, the steel workers’ wages 


have increased about in line with wages in 
these other industries. With the increase rec 
ommended by the WSB, steelworkers would 


be way out in front. Far out 


When the steelworkers get there, the game 
will again be let’s-catch-up-with-the-steel 
workers — and so on with the race. On every 


lap. of course, inflation will win and the 


public will pay and pay. 


CHANGES IN AVERAGE HOURLY EARNINGS 


KOREA (JUNE 1950) TO DECEMBER 1951 


Source: U. S. Bureau of Labor Statistics 





ELECT. MEAT- RUBBER 
MACH. PACKING PRODUCTS 


%* Excludes 5¢ Cost of Pensions, Soc. Sec. Tax and Vacations 


AUTO 


4 
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SINCE WHEN HAVE LOADED DICE 
BEEN “FAIR AND REASONABLE?” 


Mr. Truman says: “The Wage Board’s 
recommendations in the steel case do provide 
a fair and reasonable basis for reaching a 


settlement.” 


Actually they provide a fair basis for wreck- 
ing the stabilization program, and for reach- 
ing a settlement dictated by Phil Murray. 
This opinion is not exclusive with the steel 
companies. The official dissent in the WSB 


decision indicates that the recommendations 


Keowee fe 


were entirely one-sided. Here is a quote from 


that official dissent. 


“The recommendations as a whole reflect a 
conscious and admitted effort to recommend 
terms of settlement which the Union would 
accept. No similar effort was made to assure 
that the terms would be acceptable to the 


companies involved.” 


Is that sort of procedure “fair and reason- 


able?” 
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-—Carmock, in The Christian Science Monit 
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1952 VERSION 
OF THE 


“YELLOW DOG CONTRACT” 


The pendulum in \abor-management 
relations has swung from one extreme to the 


other in the space of ‘one generation. 


A vivid picture of this change as related to 
the Union Shop issue was portrayed by Ben- 
jamin F. Fairless, president of United States 
Steel Corporation, in a nationwide radio 


address in which he said: 


“Perhaps some of you are old enough to re- 
member — as I do — that way back in the 
dark ages of America’s industrial develop- 
ment. there was a time when a man could be 


fired merely because he did belong to a union. 


“Those were the days of the “Yellow Dog 
Contracts’ when men— in order to get a job 

were often forced to sign a paper agreeing 
not to join a union 


.. and Congress enacted 


a law which put an end to the system forever. 
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“Now we find an agency of the Government 
itself which seeks to declare that no man may 
work in the steel industry unless he does join 
the union... and not just any union, mind 


you, but one particular union. 


“Well, for my part, I can see no difference in 
principle between the Yellow Dog Contract 
and the Union Shop Contract of today. Both 
are repugnant to our American concept of 
liberty and our national sense of fair play. 
And if the day ever comes when a man — in 
order to earn his living — must join one par- 
ticular church, one political party. or one 
favored union, then we may as well join 
forces with Russia, for we shall have reached 
that strange socialistic l »opia where freedom 
is unknown. and where everything thatis not 


forbidden is compulsory.” 
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TCEL WORKERS 
HAV= BEEN FAIRLY TREATED 


Steel Employment Costs Hace Been 
Inereased Five Times Since 1916 


EMPLOYMENT COST INCREASES PER HOUR SINCE VJ DAY 


ROUND 1 ROUND 2 ROUND3 ROUND4 ROUNDS 
FEB. 1946 APR. 1947 JULY 1948 FALL1949 DEC. 1950 


STEEL WORKERS’ WAGES HAVE RISEN MORE 
THAN THE COST OF LIVING SINCE 1945 


es Ml aba laa iter) 
Steel Workers 1945 —February, 1952 
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THE DEADLY PARALLELS 


On April 9, Clarence Randall charged that “a corrupt politi- 
cal deal” exists to give the CIO Steel Union its demands. 

The language used by Phil Murray of the CIO in his 
April 7 broadcast and the April 8 broadcast of President 
Truman reveal significant parallels. The ,following are 
typical: 


On Postponing Strike 


APRIL 7 — MURRAY: “The Union has voluntarily postponed this strike four 
times since our contracts terminated on January Ist. We 
have waited patiently for 99 days.” 


APRIL 8 — TRUMAN: “But the fact is that in the present case, the steelworkers’ 
union has already postponed its strike since last December 
31st — 99 days.” 


On WSB Recommendations 
APRIL 7— MURRAY: “The Wage Board’s recommendations... are fully in ac- 
cord with America’s program for economic stabilization.” 


APRIL 8 — TRUMAN: “The Wage Board’s recommendations... are in accord 
with sound stabilization policies.” 


On Catching Up” 
APRIL 7 — MURRAY: ... the steelworkers have a chance to partially ‘catch up’ 
on the diminished buying power of their wages.” 


APRIL 8 — TRUMAN: “...the steelworkers would simply be catching up with 


what workers in other major industries are receiving.” 


On Inciting a Strike 


APRIL 7 — MURRAY: “They have deliberately incited a steel strike.” 


APRIL 8— TRUMAN: “They are trying to get special, preferred treatment . . . 
And they are apparently willing to stop steel production 
to get it.” 
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SEL SEIZURE 35 
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WHY TRUMAN 
SEIZED THE 
STEEL MILLS — 
UNNECESSARY 
TO STOP 

A STRIKE 


Analyze the take-over of steel by govern- 
ment, and you reach one fact at the 
bottom of it: 

It was not necessary for the President 
to seize the steel mills, in order to keep 
them producing. He could easily have 
kept them operating by using the Taft- 
Hartley Law. This law would have de- 
layed a steel strike for at least another 
80 days, while a qualified board studied 
the wage facts. 

That would have been the legal way 
to keep the steel mills producing, while 
bargaining went on. The President 
didn’t like that method, he stated. Why ? 
He didn’t say. But the Taft-Hartley 
Law would require him to hold a secret 
ballot among all the workers—not just 


consult the Union leaders. And then he 
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It Can Happen Here 
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The indionopolis (ind.) News, April 10, 1952 


would have to go to Congress, to see what 
Congress wanted to do. 

That was the legal way to proceed, the 
democratic way, while the great issues 
were settled. 

Instead: of that, the President just 
seized the mills—as he frankly admitted 
—so that he could jam a settlement down 
the companies’ throats without waiting 
80 days. 

W hat plant, what industry will be next 
to be seized, as other unions too demand 
this preferential treatment? 

Seizure of an industry is confiscation 
of property. It may be temporary. It is 
still confiscation. The same kind of con- 


fiseation that communism imposes, and 


then makes permanent. | 
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THE STEEL COMPANIES DID BARGAIN 
—to prevent a strike 


Mr. Truman says: “The steel companies | compamies have made three offers to settle 
met with the Union (last December) but the dispute. The Union refuses any con- 
the companies never really bargained. cession. It demands that the Wage Stabili- 
They said there would be no changes in zation recommendations be accepted in 


wages and working conditions.” Steel full to the last ounce by the companies. 


Steel companies offered to give up a price increase the 
1 Administration admits they were entitled to if the Union 
would give up its demand for a wage increase. The Union 
rejected this. 
Such a hold-the-line position was fair to employees 
and the companies and it PROTECTED THE PUBLIC 
AGAINST A NEW WAGE-PRICE SPIRAL. 


Following the issuance of the Board’s recommendations, 

2 the companies offered a 9 cents an hour general wage in- 
crease plus generous “fringe benefits”, an offer costing the 
companies a total of 16 cents an hour. The Union flatly 
refused this also. 


When the Union again refused, the companies then made 
3 a last minute offer of a general increase of 12% cents plus 
fringe benefits, an offer costing the companies more than 
20 cents an hour. 
The Union again refused and demanded every single 
one of the Board’s recommendations to the last word. 


Three offers from the Companies 


eee Vot a concession from the Union 
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(Reference to the following will be found on p. 2011.) 


STATEMENT OF RoGerR L. PurnamM, ADMINISTRATOR, EcoNOMIc STABILIZATION 
AGENCY 


On behalf of the entire Economie Stabilization Agency, I want to reiterate as 
strongly as I can our position that we do not desire to continue the direct economic 
controls and the annoyances which go with them a moment longer than necessary 
for the stability and the safety of this country. 

Speaking for myself, I don’t like controls, and if this emergency were not of a 
nature to convince me the controls are absolutely necessary right now I would 
certainly not be administering them. Furthermore, I have found in all levels of 
my Agency a general conviction that the controls, while presently necessary, should 
be dispensed with as soon as possible. We are agreed on that. 

Beginning months ago, the Office of Price Stabilization has progressively 
exempted from price control a variety of items which are not significant in the cost 
of living or in the general economy. In addition, we are now embarked on a pro- 
gram for suspending or relaxing price controls in certain so-called ‘‘soft market” 
areas. 

The policies in connection with that program have been outlined in a progress 
report from the OPS Committee on Relaxation of Controls which has been sub- 
mitted to you by Governor Arnall. I have reviewed those policies from the stand- 
point of their impact on the stabilization program generally, and I have approved 
them. 

The program outlined by the OPS Committee provides for suspension or relaxa- 
tion of ceiling price controls in appropriate soft market areas where prices are 
substantially below ceilings and where an easing of the controls would not have an 
unstabilizing effect on the price structure or on the economy generally. 

The scope of the program is limited however—of necessity—by these facts: 

1. The American economy today is not a “‘soft’’ one. It is, rather, a hard 
economy with certain soft spots in it. The great majority of items subject 
to price control are either at or very close to their ceilings. Without the 
ceilings, the price level would undoubtedly be much higher 

2. The inflationary pressures inherent in the tremendous defense program 
in which the Nation is engaged are bound to increase as expenditures for 
defense continue to rise toward a plateau Jevel of $65 billion a vear. 

3. There are a number of areas—in large part at the raw material and pri- 
mary producer levels—where prices are substantially below ceilings and 
supplies are in such good shape that, for the immediate foreseeable future, a 
revival of sharp inflationary pressures is not now anticipated. However, 
there are important other areas where prices now are soft but where, under 
readily foreseeable circumstances, inflationary pressures could quickly revive 
and become serious. 

In addition to these broad economie facts, consideration has been given to 
he ineseapable international fact that we are living in a period of extreme peril 
to Our country and to the whole free world. We have launched our defense 
program in an effort to stem that peril, but while we step up our efforts to rearm, 
we cannot be sure from one day to the next that we will not suddenly face the 
ntensified economic strain of a new international crisis. 

For these reasons I agree that we should not at this time pursue any program 
of price decontrol for any important part of the economy—that is, the dismantling 
of the structure of price ceilings in the area or areas decontrolled, 

It would be premature and exceedingly dangerous to throw away our carefully 
constructed barriers against a surge of price inflation in any important cost-of- 
living or defense commodity, even though, in some cases, present market supply 
conditions may be favorable and prices may be low. Some of these presently 
low prices are highly volatile and could, in the absence of controls, quickly push 
ip from current levels to extremely high ones. 

To reimpose controls in an area which was completely decontrolled would be 
time consuming at the very moment when speedy action might be imperative. 
[t would result in widespread confusion to business and to consumers and would, 
in many instances, cause more inequities and hardships to individual firms than 
could possibly result from keeping the present controls continuously in effect. 

On the other hand, there is no justification for maintaining the burden of 
controls in areas where the controls do not presently serve a demonstrable 
economie purpose and where these controls can presently be suspended or relaxed 
without resulting in a wave of unstabilizing cause-and-effect reactions, and 
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where they can be reimposed quickly and effectively whenever that might becom: 
necessary. 

1 have, therefore, approved the policy of— 

(a) Suspending present ceiling price regulations, and substituting standby 
or inactive regulations, in soft market areas where it is practical and consistent 
with over-all stabilization policy to do so, and where the standby regulations 
can be restored quickly to active status under specified circumstances; and 

(b) Easing or eliminating reporting and record-keeping requirements 
under existing ceiling price regulations applying to soft market areas where 
ever it is not practical or consistent with over-all stabilization policy to sus 
pend the ceilings entirely. 

Vast and complex difficulties are bound to arise in connection with a suspension 
program—difficulties of properly defining and bounding a soft-market area, of 
determining the degree of ‘‘softness’”’ in nonstandardized items where prices may 
vary widely between individual sellers, and of preventing any psychological wav: 
of panic buying which could result from a public misunderstanding of the reason- 
ing behind suspension actions. 

For these reasons, considerable thought was given to the advisability of limiting 
policy recommendations on this subject to a program of easing the burden of 
reporting and record-keeping requirements in the soft market areas. Such a 
policy could perhaps be justified on the theory that ceilings which are far above 
market prices cannot do the seller any real economic harm and that therefor 
the only steps actually required to ease the burden of controls in these areas 
were those which would eliminate as much of the reporting and record-keeping 
red tape as possible. 

But just as we have rejected the idea of complete price decontrol in thes 
areas, so we have also rejected the idea of Maintaining all of the price controls 
in active status merely because they may not be hurting any one. We do not 
think the Government should be satisfied with keeping controls merely because 
they don’t do any harm, but rather believe we should be under the positive 
obligation of setting aside those controls which need not now be kept in activ: 
status. 

Thus we have the dual responsibility of easing controls where we can whil 
at the same time assuring the Nation in these perilous times of adequate protec- 
tion against the ravages of further inflation. 

To protect the publie interest in the process of suspending or relaxing pric: 
ceiling requirements, we must be certain: 

1. That we have adequate machinery for measuring the trend of prices in 
the soft-market areas chosen for suspension action so that we can be informed 
of changing conditions as they occur; and 

2. That we have the means for transforming standby controls into activ 
controls whenever necessary in order to prevent inflationary price increases 

The OPS has been engaged in a series of pilot studies aimed at applying the 
proposed suspension standards and safeguards to those areas where soft markets 
can be clearly defined. Areas where prices are standard and quoted daily lend 
themselves readily to the use of these standards. In some of these areas, deci- 
sions on suspension actions have already been reached by the OPS and having 
been reviewed within the Economic Stabilization Agency from the standpoint of 
their effect upon stabilization generally, are being announced and made effectiv: 
by the Office of Price Stabilization today. 

In the meantime, the OPS is proceeding with additional pilot studies to explore 
the possibilitv of similar action in other areas where the difficulties of carrving 
out a suspension program are much more complex. 

In its study of this problem, the OPS is concerned primarily with the effect 
of its proposals on the structure of price stabilization. OPS relies necessarily 0! 
the ESA Administrator, in consultation with officials of the other constituent 
organizations of the Agenev, to analvze and weigh the effects upon the rest of thi 
stabilization program of the price suspension actions it recommends. 

In my review of the OPS recommendations, | have weighed carefully 
possible impact on stabilization generally of the proposed program of ceiling pric 
suspension in qualified soft market areas. 

Conscious as I am of the close relationship between price stabilization and wage 
stabilization, I have considered the possibility of taking simultaneous paralle 
suspension action in both prices and wages. However, after careful study, | au 
convinced that such action is neither practical nor necessary in the public interest 

Prices of a particular commodity may be below ceilings and possibly eve! 
depressed, but wages in the industry as a whole or in the locality may, for reason- 
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of manpower supply or other factors, actually be pressing hard against the wage 
stabilization limits. The same plant furthermore may be engaged in the produc- 
tion of some commodities selling below ceiling prices and of others where the 
ceilings are currently necessary to hold prices in check. 

The complexities of the labor market are such that selective suspension of wage 
stabilization controls cannot be based solely on the behavior of prices in limited 
soft areas without jeopardizing the whole structure of wage stabilization and thus 
undermining price control. 

On the other hand, a price suspension program which resulted in a weakening 
of price control would undermine the structure of wage stabilization. That, too, 
must be avoided. 

Under the program outlined, not only would the suspension actions be limited 
to items which are so soft in price that the present ceilings are ineffective in the 
market place, but the stand-by controls would be designed to cope with any 
sudden sharp upward movement of prices. Thus none of the protection afforded 
by the present price ceiling regulations would be removed in any way. 

The program is a realistic and reasonable one which does not err either in the 
direction of weakening the structure of stabilization or in the other direction of 
controlling for controls’ sake. 


(Reference to the following will be found on p. 2293.) 


EXECUTIVE ORDER 10161 


DELEGATING CERTAIN FUNCTIONS OF THE PRESIDENT UNDER THE DEFENSE 
Propuction Act or 1950 


By virtue of the authority vested in me by the Constitution and statutes, 
including the Defense Production Act of 1950, and as President of the United 
States and Commander in Chief of the armed forces, it is hereby ordered as 
follows: 

PART I. PRIORITIES AND ALLOCATIONS 


Section 101. The functions conferred upon the President by Title I of the 
Defense Production Act of 1950 are hereby delegated as follows: 

(a) To the Secretary of the Interior with respect to petroleum, gas, solid fuels, 
and electric power. 

(b) To the Secretary of Agriculture with respect to food, and with respect to 
the domestic distribution of farm equipment and commercial fertilizer. 

(ec) To that commissioner of the Interstate Commerce Commission who is 
responsible for the supervision of the Bureau of Service of the Commission, with 
respect to domestic transportation, storage, and port facilities, or the use thereof, 
but excluding air transport, coastwise, intercoastal, and overseas shipping. 

(d) To the Secretary of Commerce with respect to all materials and facilities 
except as provided in paragraphs (a), (b), and (c) of this section 101. 

Section 102. Each delegate referred to in section 101 of this Executive order 
shall, in connection with carrying out the priorities and allocations functions 
delegated to him by such section, (a) receive from appropriate agencies of the 
Government information relating to the direct and indirect military, other gov- 
ernmental, civilian, and foreign requirements for materials and facilities, (b) 
review and evaluate such requirements in the light of available materials and 
facilities, and (ec) exercise his priorities and allocations powers in such Manner as 
will in his judgment promote adequate supplies and their proper distribution. 

Section 103. (a) Each delegate referred to in section 101 of this Executive 
order shall be a claimant before the other such delegates, respectively, in the case 
of materials and additiinal facilities deemed by the claimant delegate to be neces- 
sary for the provision of an adequate supply of the materials and facilities with 
respect to which delegation is made to the claimant delegate by the said section 101. 

b) Each delegate under section 101 of this Exeeutive order may, with the 
approval of the Chairman of the National Security Resources Board, designate 
agencies and officers of the Government, additional to the claimants referred to 
in section 103 (a) of this Exeeutive order, to be claimants before such delegate 
With respect to stated materials and facilities. 
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PART II. REQUISITIONING 


Section 201. (a) Except as provided in section 201 (b) of this Executive order, 
the functions conferred upon the President by Title II of the Defense Production 
Act of 1950 are hereby delegated to the officers to whom functions are delegated 
by section 101 of this Executive order, respectively, according to the designations 
of materials and facilities set forth in paragraphs (a), (b), (c), and (d) of the said 
section 101. 

(b) The functions conferred upon the President by sections 201 (b) and 201 (c) 
of the Defense Production Act of 1950, exclusive of determinations with respect 
to the termination of the need for the national defense of any property requisi- 
tioned under Title II of the said Act, are hereby delegated to the Administrator 
of General Services. 


PART IIIf. EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 


Section 301. The Department of the Army, the Department of the Navy, 
the Department of the Air Foree, the Department of Commerce, the Department 
of the Interior, the Department of Agriculture, and the General Services Adminis- 
tration, in this Part referred to as guaranteeing agencies, and each delegate under 
section 101 of this Executive order shall develop and promote measures for the 
expansion of productive capacity and of production and supply of materials anc 
facilities necessary for the national defense. 

Section 302. (a) Each guaranteeing agency is hereby authorized, in accordance 
with section 301 of the Defense Production Act of 1950, subject to the provisions 
of this section, in order to expedite production and deliveries or services under 
Government contracts, and without regard to provisions of law relating to the 
making, performance, amendment, or modification of contracts, to guarantee in 
whole or in part any public or private financing institution (including any Federal 
Reserve Bank), by commitment to purchase, agreement to share losses, or other- 
wise, against loss of principal or interest on any loan, discount, or advance, or on 
any commitment in connection therewith, which may be made by such financing 
institution for the purpose of financing any contractor, subcontractor, or other 
person in connection with the performance, or in connection with or in contem- 
plation of the termination, of any contract or other operation deemed by the 
guaranteeing agency to be necessary to expedite production and deliveries or 
services under Government contracts for the procurement of materials or the 
performance of services for the national defense. 

(b) Each Federal Reserve Bank is hereby designated and authorized to act, on 
behalf of any guaranteeing agency, as fiscal agent of the United States in the mak- 
ing of such contracts of guarantee and in otherwise carrying out the purposes of 
the said section 301, in respect to private financing institutions. 

c) AJjl actions and operations of Federal Reserve Banks, under authority of or 
pursuant to the said section 301 of the Defense Production Act of 1950, shall 
be subject to the supervision of the Board of Governors of the Federal Reserve 
System. Said Board is hereby authorized, after consultation with the heads of 
the guarantecing agencies, (1) to prescribe such regulations governing the actions 
and operations of fiscal agents hereunder as it may deem necessary, (2) to prescribe, 
either specifically or by maximum limits or otherwise, rates of interest, guarantee 
and commitment fees, and other charges which may be made in connection with 
loans, discounts, advances, or commitments guaranteed by the guaranteeing 
agencies through such fiscal agents, and (3) to prescribe regulations governing the 
forms and procedures (which shall be uniform to the extent practicable) to be 
utilized in connection with such guarantees. 

Section 303. Within such amounts of funds as the President shall have made 
available, and upon the certificate by the Secretary of the Interior in respect of 
metals and minerals (except as to paragraph (c) of this section), or by the Secre- 
tary of Agriculture in respect of lumber, or by the appropriate delegate referred 
to in section 101 of this Executive order in respect of other materials and facilities, 
or by such other officer or officers of the Government as the President may desig- 
nate, as to the necessity for loans, purchases, or commitments, as the case may be: 

(a) The Reconstruction Finance Corporation is hereby authorized and directed 
to make loans (including participations in, or guarantees of, loans) to private 
business enterprises (including research corporations not organized for profit) for 
the expansion of capacity, the development of technological processes, and the 
production of essential materials, including the exploration, development, and 
mining of strategic and critical metals and minerals, as authorized by and subject 
to section 302 of the Defense Production Act of 1950. 
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(b) The Administrator of General Services is hereby authorized and directed 
to purchase and make commitments to purchase metals, minerals, and other raw 
materials, including liquid fuels, for Government use or resale, as authorized by 
and subject to section 303 of the said Act: Provided, That the Secretary of Agri- 
culture is also authorized to exercise the functions under section 303 with respect 
to agricultural commodities. 

(c) The Secretary of the Interior is hereby authorized and directed to encourage 
the exploration, development, and mining of critical and strategic minerals and 
metals, as authorized by and subject to the provisions of the said section 303. 

SecTION 304. The functions conferred upon the President by section 303 (d) 
of the Defense Production Act of 1950 with respect to the installation of additional 
equipment, facilities, processes, or improvements to plants, factories, and other 
industrial facilities owned by the United States Government, and with respect to 
the installation of Government-owned equipment in plants, factories, and other 
industrial facilities owned by private persons, are hereby delegated to the Admin- 
istrator of General Services. 


PART IV, ECONOMIC STABILIZATION 


Section 401. (a) There is hereby created a new and independent agency to be 
known as the Economic Stabilization Agency, hereafter in this Part referred to 
as the Agency. There shall be at the head of the Agency an Economic Stabili- 
zation Administrator, hereafter in this Part referred to as the Administrator, who 
shall be appointed by the President by and with the advice and consent of the 
Senate. 

(b) The Administrator shall seek to preserve and maintain the stabilization of 
the economy. To this end he shall: 

(1) Plan and develop both short- and long-range price and wage stabilization 
policies and measures and create the necessary organization for their adminis- 
tration. 

(2) Inform the public, agriculture, industry, and labor concerning the need for 
stabilization and encourage and promote voluntary action to this end. 

(3) Consult and advise with the Government officials responsible for procure- 
ment, production, manpower, and rent control, and for fiscal, credit, and monetary 
policies, concerning measures within their jurisdiction which will assist stabiliza- 
tion. 

(4) Establish price ceilings and stabilize wages and salaries where necessary. 

(c) The functions conferred upon the President by Title [IV of the Defense 
Production Act of 1950 are hereby delegated to the Administrator. 

Section 402. There shall be in the Agency a Director of Price Stabilization, 
who shall be appointed by the President by and with the advice and consent of the 
Senate, and who shall perform such functions with respect to price stabilization 
as may be determined by the Administrator. 

Section. 403. (a) Thereshall be inthe Agency a Wage Stabilization Board com- 
posed of nine members who shall be appointed by the President. Three of the 
members so appointed shall be representative of the public, three shall be repre- 
sentative of labor, and three shall be representative of business and industry. 
One of the members representing the public, to be designated by the Presi- 
dent, shall be chairman of the Board. 

(b) The Wage Stabilization Board shall make recommendations to the Admin- 
istrator regarding the planning and development of wage stabilization policies and 
shall perform such further functions with respect to wage stabilization as may bo 
determined by the Administrator after consultation with the Board. 

Section 404. The Administrator is hereby designated to initiate such consulta- 
tions and conferences with management, labor, and representatives of the Gov- 
ernment and public as he deems appropriate and to advise the President of such 
action as may be called for in carrying out the provisions of Title V of the Defense 
Production Act of 1950. 

PART V. REAL ESTATE CREDIT 


Section 501. (a) Subject to the provisions of section 501 (b) of this Executive 
order, the functions conferred upon the President by section 602 of the Defense 
Production Act of 1950 are hereby delegated to the Board of Governors of the 
Federal Reserve System. 

(b) The said Board shall obtain the concurrence of the Housing and Home 
Finance Administrator with respect to provisions relating to real estate construc- 
tion credit involving residential property before prescribing, changing, or suspend- 
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ing any real estate construction credit regulation pursuant to the authority of 
section 602 of the Defense Production Act of 1950. 

Section 502. (a) The functions conferred upon the President by section 605 
of the Defense Production Act of 1950, to the extent that such functions relate 
to loans on real estate involving residential property, are hereby delegated to the 
Housing and Home Finance Administrator. 

(b) In earrying out the functions delegated by section 502 (a) of this Executive 
order, and under the authority so delegated or under authority vested in him by 
any applicable law, the Administrator shall from time to time issue such regula- 
tions and take such other action as may be necessary to insure (1) that the re- 
strictions imposed on real estate construction credit by the provisions of the regu- 
lations issued from time to time by the Board of Governors of the Federal Reserve 
System (with the concurrence of the Housing and Home Finance Administrator 
in the provisions of such regulations relating to credit involving residential prop- 
erty) under the authority delegated by section 501 of this Executive order shall 
be applicable to the fullest extent practicable with respect to loans on real estate 
(of the types referred to in section 605 of the Defense Production Act of 1950) in- 
volving residential property, and (2) that the relative credit preferences accorded 
to veterans under existing law are preserved in accordance with the provisions of 
section 605 of the Defense Production Act of 1950. 


PART VI, LABOR SUPPLY 


Section 601. The Secretary of Labor shall utilize the functions vested in him 
so as to meet most effectively the labor needs of defense industry and essential 
civilian employment, and to this end he shall: 

(a) Assemble and analyze information on labor requirements for defense and 
other activities and on the supply of workers. 

(b) Consult with and advise each delegate referred to in section 101 of this 
Executive order and each official exercising guarantee or loan functions under 
Part III of this Executive order concerning (1) the effect of contemplated actions 
on labor supply and utilization, (2) the relation of labor supply to materials and 
facilities requirements, (3) such other matters as will assist in making the exercise 
of priority and allocations functions consistent with effective utilization and dis- 
tribution of labor. 

(c) Formulate plans, programs, and policies for meeting defense and essential 
civilian labor requirements. 

(d) Utilize the public employment service system, and enlist the cooperation 
and assistance of management and labor to carry out these plans and programs 
and accomplish their objectives. 

(e) Determine the occupations critical to meeting the labor requirements of 
defense and essential civilian activities and with the Secretary of Defense, the 
Director of Selective Service, and such other persons as the President may desig- 
nate develop policies applicable to the induction and deferment of personnel fo1 
the armed services, except for civilian personnel in the reserves. 


PART VII. VOLUNTARY AGREEMENTS 


Section 701. (a) The functions conferred upon the President by section 708 (a) 
of the Defense Production Act of 1950 are hereby delegated as follows: 

(1) To the Secretaries of the Interior, Agriculture, and Commerce, and to the 
commissioner of the Interstate Commerce Commission referred to in section 101 
of this Executive order, respectively, according to the designations of materials 
and facilities set forth in paragraphs (a), (b), (c), and (d) of such section 101. 

(2) To the Board of Governors of the Federal Reserve System with respect to 
financing. 

(3) To the Economie Stabilization Administrator with respect to stabilization. 

(b) The functions conferred upon the President by section 708 (b) of the 
Defense Production Act of 1950 are hereby delegated as follows: 

(1) To the Secretary of Commerce in respect of Title I of the Defense Production 
Act of 1950. 

(2) In other respects to the delegates referred to in section 701 (a) of this 
Executive order, respectively, according to the provisions of paragraphs (1), (2), 
and (3) thereof. 

(ce) The delegation of authority made by section 701 (b) of this Executive order 
is subject to the conditions (1) that each delegate concerned shall consult with the 
Attorney General and the Chairman of the Federal Trade Commission not less 
than ten days before making any request or finding under section 708 (b) of the 
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Defense Production Act of 1950, (2) that each delegate concerned shall obtain 
the approval of the Attorney General to any request under said section 708 (b) 
before making the request, and (3) that the authority delegated may not be 
redelegated. 

PART VIII. COORDINATION 


SecTIon 801. In the interest of consistent and coordinated administration of 
functions delegated by this Executive order, each officer to whom functions are 
delegated shall be guided by such policies and program directives as the President 
may from time to time prescribe. 

Section 802. The Chairman of the National Security Resources Board shall, in 
the interest of assisting the President to coordinate the functions delegated by this 
Executive order, and on behalf of the President: 

(a) Resolve interagency issues which otherwise would require the attention of 
the President. 

(b) Prescribe policy and program Cirectives having the approval of the Presi- 
dent. 

(ec) Obtain reports and information on the status of work in the various agencies 
designated in this Executive order. 

(d) Take such measures to obtain coordination of related policies and activities 
among the various agencies as he may determine. 

(e) Advise the President on the progress of the defense production program and 
make such recommendations as he may deem proper. 

Section 803. The Council of Economie Advisers shall adapt its continuing 
studies of employment, production and purchasing power needs and objectives 
so as to furnish guides to the agencies under this Executive order in promoting 
balance between defense and civilian needs and in avoiding inflation in a stable 
and growing economy. In the performance of this function, the Council shall 
obtain necessary information from the agencies concerned and engage in regular 
consultation with them. 


PART IX. GENERAL PROVISIONS 


Section 901. As used in this Executive order: 

(a) The term ‘‘functions’’ includes powers, duties, authority, responsibilities, 
and discretion. 

(b) The term ‘‘materials’’ includes raw materials, articles, commodities, 
products, supplies, components, technical information, and processes, but excludes 
fissionable materials as defined in the Atomic Energy Act of 1946. 

(c) The term ‘‘petroleum”’ shall mean crude oil and synthetie liquid fuel, their 
products, and associated hydrocarbons, including pipelines for the movement 
thereof, 

(d) The term “gas” shall mean natural gas and manufactured gas, including 
pipelines for the movement thereof. 

(e) The term ‘“‘solid fuels’? shall mean all forms of anthracite, bituminous, 
sub-bituminous, and lignitie coals, and coke and its byproducts. 

(f) The term “electric power” shall mean all forms of electric power and 
energy, including the generation, transmission, distribution, and utilization thereof 

(zg) The term ‘‘metals and minerals” shall mean all raw materials of mineral 
origin, including their refining and processing but excluding their fabrication. 

(h) The term “food” shall mean all commodities and products, simple, mixed, 
or compound, or complements to such commodities or products, that are capable 
of being eaten or drunk by either human beings or animals, irrespective of other 
uses to which such commodities or products may be put, at all stages of processing 
from the raw commodity to the products thereof in vendible form for immediate 
human or animal consumption. For the purposes of this Executive order the 
term “food” shall also inelude all starches, sugars, vegetable and animal fats 
and oils, cotton, tobacco, wool, mohair, hemp, flax fiber, and naval stores, but 
shall not inelude any such material after it loses its identity as an agricultural 
commodity or agricultural product. 

(i) The term ‘farm equipment”’ shall mean equipment manufactured for use on 
farms in connection with the production or processing of food. 

(j) The term “‘fertilizer’’ shall mean fertilizer in form for distribution to the 
users thereof. 

(k) The term ‘‘domestic transportation, storage, and port facilities’? shall in- 
clude locomotives, cars, motor vehicles, watercraft used on inland waterways, in 
harbors, and on the Great Lakes, and other vehicles, vessels and all instrumentali- 
ties of shipment or carriage, irrespective of ownership, and all services in or in con- 
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nection with the carriage of persons or property in intrastate, interstate, or foreign 
commerce within the United States, except movement of petroleum and gas by 
pipeline; and warehouses, piers, docks, wharves, loading and unloading equip- 
ment, and all other structures and facilities used in connection with the transship- 
ment of persons and property between domestic carriers and carriers engaged in 
coastwise, intercoastal, and overseas transportation. 

Section 902. (a) Except as otherwise provided in section 902 (c) of this 
Executive order, each officer or agency having functions under the Defense Pro- 
duction Act of 1950 delegated or assigned thereto by this Executive order may 
exercise and perform, with respect to such functions, the functions vested in the 
President by Title VII of the said Act. 

(b) The functions which may be exercised and performed pursuant to the 
authority of section 902 (a) of this Executive order shall include, but not by way 
of limitation, (1) except as otherwise provided in section 701 (c) of this Executive 
order, and except as otherwise required by section 403 of the Defense Production 
Act of 1950, the power to redelegate functions, and to authorize the successive 
redelegation of functions, to agencies, officers, and employees of the Government, 
(2) the power to create an agency or agencies, under the jurisdiction of the officer 
concerned, to administer functions delegated by this Executive order, and (8) in 
respect of Parts I, II, IV, and V of this Executive order, the power of subpoena: 
Provided, That the subpoena power shall be utilized only after the scope and pur- 
pose of the investigation, inspection, or inquiry to which the subpoena relates 
have been defined either by the appropriate officer referred to in section 902 (a) 
of this Executive order or by such other person or persons as he shall designate. 

(c) There are excluded from the functions delegated by section 902 (a) of this 
Executive order (1) the functions delegated by Part VII of this Executive order, 
(2) the functions of the President under sections 703 (b) and 710 (a) of the Defense 
Producton Act of 1950, (3) the functions of the President with respect to regula- 
tions under sections 710 (b), 710 (c), and 710 (d) of the said Act, and (4) the funce- 
tions of the President with respect to fixing compensation under section 703 (a) of 
the said Act. 

(d) The functions conferred upon the President by section 710 (a) of the 
Defense Production Act of 1950 are hereby delegated as follows: 

(1) Each officer or agency having functions under the said Act delegated or 
assigned to such officer or agency by this Executive order shall submit to the 
Chairman of the United States Civil Service Commission such requests for 
classification of positions in grades 16, 17, and 18 of the General Schedule as may 
be necessary, and shall accompany any such request with a certificate stating that 
the duties of the position are essential and appropriate for the administration of 
the said Act. 

(2) Each requested position shall be placed in the appropriate grade of the 
General Schedule in accordance with the standards and procedures of the Classi- 
fication Act of 1949. No person shall be employed in a position of grade 16, 17, 
or 18 under authority of section 710 (a) of the Defense Production Act of 1950 
except pursuant to notice of the Chairman of the United States Civil Service 
Commission of the classification of the position. 

SrecTion 903, All agencies of the Government (including departments, establish- 
ments, and corporations) shall furnish to each officer to whom functions are dele- 
gated or assigned by this Executive order such information related to defense 
production or procurement, or otherwise relating to the functions delegated or 
assigned to oe officer by this Executive order, as he may deem necessary. 

Section 904. Each delegate referred to in section 101 of this Executive order 
shall, when and if he shall deem it necessary and appropriate, appoint a committee 
composed of representatives of such agencies of the Government as he may 
determine. Any committee so appointed shall advise and consult with the 
delegate concerned, as he may request, in connection with the carrying out of the 
functions delegated to him by sections 101, 201, and 302 of this Executive order, 
and shall advise the delegate concerned regarding requirements of materials and 
facilities. 

Harry S. TRUMAN. 

Tue Wuire House, September 9, 1950. 
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EXECUTIVE OrvER No. 10233 


AMENDING Executive OrpER No. 10161 Wiru Reseecr To Wace SrasBiuiza- 
TION AND SETTLEMENT OF LABOR DISPUTES 


WHEREAS the maintenance of wage stabilization under the Defense Production 
Act of 1950 is essential at this time in the interest of the national defense; and 

WHEREAS the maintenance of effective wage stabilization imposes limitations 
on the processes of free collective bargaining, making necessary the development 
of machinery to facilitate the settlement of labor disputes in conjunction with the 
administration of wage stabilization; and 

Wuereas on April 17, 1951, the National Advisory Board on Mobilization 
Policy made the following recommendation to the President: 

“1. The Wage Stabilization Board shall be reconstituted as an 18 man 
tripartite Board with six representing the public, six representing manage- 
ment, and six representing labor. 

“2. The reconstituted Wage Stabilization Board shall be empowered to 
assume jurisdiction of any labor dispute which is not resolved by collective 
bargaining or by the prior full use of conciliation and mediation facilities and 
which threatens an interruption of work affecting the national defense where: 

“i) The parties to any such dispute jointly agree to submit such dispute 
to the Board, or 

‘fi) The President is of the opinion that the dispute is of a character 

which substantially threatens the progress of national defense and 

certifies such dispute to the Board. 

“*3. In any such case certified to the Board by the President or in any such 
case where the parties jointly agree to submit the case to the Board for their 
recommendations, the Board shall investigate and inquire into the issues 
in dispute and promptly report to the President thereon with their recom- 
mendations to the parties as to fair and equitable terms of settlement. 

“4, In any such case where the parties jointly agree to be bound by the 
decision of the Board, the Board shall render a decision on the issues in dis- 
pute which decision shall be binding on the parties.’ 

AND WHEREAS I deem it necessary and desirable that such recommendation 
be carried out, 

Now, THEREFORE, by virtue of the authority vested in me by the Constitution 
and statutes, including the Defense Production Act of 1950, and as President of 
the United States and Commander-in-Chief of the armed forces, it is hereby 
ordered as follows: 

Section 1. Part IV of Executive Order No. 10161 of September 9, 1950, is 
hereby amended by revoking sections 403 and 404 thereof and by inserting after 
section 402 thereof the following new sections: 

“Sec. 403. (a) There shall be in the Agency a Wage Stabilization Board (here- 
after in this Part referred to as the Board) composed of eighteen members who 


shall be appointed by the President. Six of the members so appointed shall be 
representative of the public, six shall be representative of labor, and six shall be 
representative of business and industry. There shall be a chairman and a vice 


chairman of the Board, each of whom shall be designated by the President from 
among the members representative of the public. 

“(b) In addition to the functions assigned to it by the provisions of the following 
sections of this Part IV, the Board shall perform such other functions with respect 
to wage stabilization as may be determined by the Administrator after consultation 
with the Board. 

“Sec. 404. To the maximum extent consistent with the maintenance of effective 
economic stabilization, the provisions of this Part shall be administered in such a 
way as to preserve collective bargaining between labor and management. 

“Src. 405. The Board may assume jurisdiction of any labor dispute which is 
not resolved by collective bargaining or by the prior full use of conciliation and 
mediation facilities and which threatens an interruption of work affecting the 
national defense where: 

‘‘a) The parties to any such dispute jointly agree to submit such dispute to 
the Board for recommendation or decision, if the Board agrees to accept 
such dispute, or 

‘“b) The President is of the opinion that the dispute is of a character which 
substantially threatens the progress of national defense and refers such 
dispute to the Board. . 
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“Sec. 406. In any case referred to the Board by the President under section 
105 the Board shall investigate and inquire into the issues in dispute and promptly 
report to the President thereon with its reeommendations to the parties as to 
fair and equitable terms of settlement. 

“Sec. 407. In any case where the parties jointly agree to submit the ease to 
the Board for its reeommendations under section 405, the Board shall investigate 
and inguire into the issues in dispute and shall advise the parties of its recom- 
mendations for fair and equitable terms of settlement. 

“Sec. 408. In any case submitted or referred to the Board under section 405 
where the parties jointly agree to be bound by the decision of the Board, the Board 
shall render a decision on the issues in dispute, which decision shall be binding 
on the parties. 

“Sec. 409. Any wage action taken by the Board with respect to any case sub- 
mitted or referred to it under section 405 shall be consistent with stabilization 
policies. 

“Sec. 410. Such panels and subsidiary agencies of the Board as may be deemed 
necessary may be constituted under this Part, and in order to carry out its fune- 
tions under this Executive Order, the Board may promulgate rules, regulations, 
orders, and directives.” 

Secrion 2. All orders, regulations, rules, certificates, directives, and other 
actions relating to any function affected by the amendment made by the pro- 
visions of section 1 of this Executive Order (including the appointments of mem- 
bers of the Board in office on the date hereof) shall remain in effeet except as thev 
are inconsistent herewith or are hereafter amended, revoked, or terminated under 
proper authority. 

Section 3. Nothing in this Executive Order shall be deemed to supersede any 
provision of Executive Order No. 10193 of December 16, 1950. 

Section 4. No action inconsistent with the provisions of the Fair Labor 
Standards Act of 1938, as amended, other Federal labor standards statutes, the 
Labor-Management Relations Act, 1947, or with other applicable laws shall be 
taken under this Executive Order. 

Harry S. TRUMAN 

Tue Wuirer House, April 21, 1951. 


THe Wuite House, 
Washington, December 22, 1951, 
Hon. NarHAN P. FEINSINGER, 

Chairman, Wage Stabilization Board, 
Washington, D. C 

Dear Mr. Frernsinaer: On the basis of the information and advice submitted 
to me by the Office of Defense Mobilization and the Federal Mediation and Con- 
ciliation Service, I am of the opinion that the labor disputes between the United 
Steelworkers of America, CIO, and various companies in the steel industry are 
of a character which substantially threaten the progress of national defense, 
Thus, in accordance with the terms of Executive Order 10233, I am referring the 
disputes to the Wage Stabilization Board and asking that the Board investigate 
and inquire into the issues in dispute and promptly report to me with its recom- 
mendations to the parties as to fair and equitable terms of settlement. 

The report of the Federal Mediation and Conciliation Service indicates that 
the union and the leading steel producers have made no progress in resolving 
their differences. It appears entirely unlikely, on the basis of practical experi- 
ence, that the present stalemate could be broken by further bargaining or med- 
iation and conciliation in time to avoid early and serious production losses in 
this vital industry. Because of the historical processes of negotiation in the 
steel industry, this observation applies also to companies other than leading steel] 
producers. 

The United Steelworkers of America, CIO, has contracts throughout the entire 
steel industry—with ore-mining companies, producers of steel, and with steel 
fabricators. I am sending under separate cover a list of the ore-mining compan- 
ies and steel-producing companies whose contracts with the union expire be- 
ginning December 31, 1951. The work stoppage which is threatened by these 
expirations, without new agreements, would paralyze the entire steel industry. 
Key agreements in basic steel cutomarily pave the way for agreements through- 
out the rest of the industry. I am therefore suggesting that the Board, in its 
proceedings, direct its attention in the first instance to the disputes involving the 


| 
j 
| 
| 
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following companies along with any others which in the judgment of the Board 
should be added: 
Armco Steel Corp. 
Bethlehem Steel Corp. 
Inland Steel Corp. 
Jones & Laughlin Steel Corp, 
Great Lakes Steel Corp. 
Republic Steel Corp. 
Sharon Steel Corp. 
United States Steel Corp, 
Wheeling Steel Corp. 
Youngstown Sheet & Tube Co. 

Any curtailment of operations in the steel industry will have an immediate and 
serious impact on the defense program. The Director of the Office of Defense 
Mobilization has advised me on the extent to which the mobilization program 
would be affected by an interruption of steel production. The entire steel in- 
dustry is straining to meet pressing demands for steel and hence a stoppage 
would cost us vitally needed steel—steel for weapons, for new factories, for 
highways, schools, hospitals, and for a variety of products supporting the civilian 
economy as well as the defense effort. 

In these perilous times, the parties to disputes in the steel industry owe it to 
the American people to cooperate with their Government in maintaining normal 
work and production schedules while this matter is before the Board. 

Very sincerely yours, 
Harry 8. TRUMAN. 


STATEMENT BY THE PRESIDENT 


the United Steel Workers of America, CIO, and various co ipa s in the steel 
industry. This dispute has now arrived at a stage where it gravely threatens the 
progress of national defense. 

According to the report of the Director of the Federal Mediation and Concilia- 


I have today referred to the Wage Stabilization Board the labor dispute betweer 


tion Service, the union presented a list of 22 proposals covering both economic 
and noneconomiec matters No counterproposals were made by the leading com- 
panies on any of the economic items. The companies asserted that any wage 
increases in the steel industry would necessarily require an equivalent increase 
in steel prices. The union declined to modify its position on any of the major 
issues in the absence of counterproposals from the co npanies 

Negotiations between the union and the steel companies are at an impasse, 
and there appears to be no hope of settlement through mediatio Unless some 
means is found for breaking this impasse, a shutdown of the steel industry at the 


end of this month is in prospect. 
It is of the utmost importance to prevent an interruptior in the production 


of steel. Steel is a kev material in our entire defense effort Fach day of steel 
production lost is a day lost forever in the achievement of our production schedules. 
Continuous production of this industry is essential in order to meet urgent de- 
mands for steel—steel for weapons, for factories, for highways and hospitals and 


schools. 

It is for this reason that I have certified this matter to the W: 
Board. This will provide the parties with a forum where their differences may 
be resolved, and a fair settlement reached, without resort to a costly shutdown, 

Steel is of such basic importance to the defense effort, and wages and prices in 
the steel industry have such a profound effect throughout our economy, that the 


Stabilization 





public has a very vital interest in the outcome of this disp In order to have 
a proper understanding of what is involved, there are certain essential facts that 
should be kept clearly in mind 

Over the past 18 months, we have developed an anti-inflation program as an 
integral part of our mobilization effort In this program, ave established 


machinery for the equitable handling of such situations as that which now con- 
fronts us. We have the Wage Stabilization Board to consider the question of 
what wage increases should be allowed the steelworkers and how the other issues in 
dispute between the parties should be settled. We have the Office of Price 
Stabilization to consider whether or not the steel companies are entitled to § 
price increase on account of anv wage inerease or other cost nereases which 
might result from the settlement of the dispute 
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The Wage Stabilization Board is made up of representatives of labor, manage- 
ment, and the public. This Board will give both sides an opportunity to present 
the facts and arguments they think the Board should consider. Then the Board 
will consider the case, trying to find the best solution from the standpoint of 
labor, industry, and the public—balancing the equities and the interest of all 
three. The Board will consider the case promptly on its merits and make recom- 
mendations for a fair settlement, consistent with sound stabilization policies. 

No one is in & position as yet to say how much of an increase in wages or other 
benefits would be permissible under wage stabilization policies. The Wage Stabi- 
lization Board is the only body qualified to make such a determination, and the 
matter has not been before the Board. The ‘‘dope stories’? that have been 
appearing in the press stating the amount of the wage increases that could be 
allowed without “piercing existing ceilings’? have no official basis and are not 
to be relied upon. 

We must wait for the Wage Stabilization Board’s report before any sound 
judgment is possible as to what wage increases are proper in this case. 

After the decision is reached as to wages, the Office of Price Stabilization will 
be responsible for determining whether or not any wage increase justifies a price 
increase. The law and regulations assure that the steel companies will get price 
increases if they are entitled tothem. No other advance assurances are necessary. 

Thus, the machinery we have provides a reasonable and practicable method 
for doing justice to the parties, for preventing an inflationary price-wage spiral, 
and for meeting the overriding necessity for keeping steel production going. 
This machinery should be given an opportunity to meet the present crisis. The 
national interest demands it. 

This means that the steel companies and the steel workers must continue pro- 
duction in the industry while the matter is before the Board, and cooperate fully 
with the Board’s proceedings. 

The immediate obligation on the steel companies is to maintain normal work 
and production schedules, and to be prepared to lay the full facts in the case 
before the Board. 

The immediate obligations on the steel workers is to decide to remain at work 
while the Board considers the case. This is a decision that should be made 
before a strike begins—not afterward. The United Steel workers of America is a 
responsible union. Its members are good citizens. Its leaders are distinguished 
Americans. 

The union members and their leaders, and the managers of the steel companies, 
have a responsibility to defend the United States against its enemies just as I do. 
In my judgment, they will not be living up to that responsibility by permitting 
a needless stoppage in steel production for even a single day. 


THe Wuire Houses, 
Washington, December 24, 1951. 
Hon. NATHAN P. FEINSINGER, 
Chairman, Wage Stabilization Board, Washington, D. C. 


Dear Mr. CHarrMan: By direction of the President, I am sending you the 
list of companies referred to in the President’s letter of December 22. 
Very sincerely yours, 
WixiuiraM J. Hopxins, Executive Clerk. 
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Name of c f Ini Dictri Local (Plant em 
ame of company Unit District canine nloyees 


American Bridge Co.: 








lant 6, 626 
Mt. Iron, Va,, Eveleth and Biwabik, Minn Pants. 
Souden, Minn.: Mines 
Coleraine, Bovey and Marble. Minn 
Geneva Mine, Ironwood, Mich 


Gary, Ind 7 : : P.& M 31 
Ambridge, Pa ‘ P,.& M 20 
Minneapolis, Minn at een. 33 
Pittsburgh, Pa 792 
Shiffler Plant P.&M 17 
Erecting Dept. Tool House P.& M 17 
Trenton, N. J . P.& M 7 
American Steel & Wire Co. of New Jersey 
Duluth, Minn.: Morgan Park Works P.& M 33 
Waukegan, I]! P&M 32 
Cleveland, Ohio: 
Cuyahoga Works P.&M 28 
Newburg Works P&M 28 
Joliet, Il P.& M 31 
Cleveland, Ohio: Cyclone Fence Division P.& M 28 
Donora, Pa. 
Zine Works P.& M 13 
Steel and Wire Works P,&M 13 ii 
Worcester, Mass.: South Works P&M 1 “4 
New Haven, Conn P.& M l 
North Chicago, lll.: Cyclone Fence Divi P.& M 32 | 
sion. 
Cleveland, Ohio: Central Furnace & Coke | P. & M 28 2287 || 
Works. 
Trenton, N. J P&M 7 2670 
Rankin, Pa P.& M l 
DeKalb, IL.: Cyclone Fence Division P.&M 32 2722 
Greensburg, Ind P&M 30 3581 
Waukegan, III Salary 32 2353 
Worcester, Mass Salary l 2530 
Cleveland, Ohio: American and Cuyahoga | Sala 28 2662 
Works. 
New Haven, Conn Salary 1 2910 161 
Donora, Pa.: Steel and Wire and Zine | Salary 1 3030 
Works 
Duluth, Minn Salary 3 3391 
North Chicago, Ill.: Cyclone Fence Diy Salary 32 $588 
sion. 
Duluth, Minn Pit. proten 33 2891 * 
Columbia Iron Mining Co.: Iron Mountain, | Ore mines 38 2751 156 
Utah 
Columbia Steel Co 
Torrance, Calif lw zs 1414 |) - 
Pittsburg, Calif jP. & M = 1440 |f 4, 978 
Torrance, Calif le f 2586 |) x 
Pittsburg, Calif a? 38 |) 2571 |f 42 
Geneva Steel Co 
Geneva, Utah: Geneva Plant P.&M 8 2i0 778 
Genev» and Provo, Utah Salary is f 240 
Provo, Utah: Ironton Works r.& M 38 1577 263 
Gerrard Steel Strapping Co 
McKees Rocks, Pa P.& M if Ig76 i4 
New York, N. Y W hs« 2 2069 6 
Lloyd Noland Foundation, In formerly | Hospital employees 6 2823 a) 
Ridgeway Hospital Corp.) Fairfield, Ala 
National Tube Co.: 
Lorain, Ohio P.& M 28 4 
Ellwood City, Pa P.& M 21 1220 
McKeesport, Pa > 460 
National Works P.&M l 1408 
Christy Park Works P&M 5 1514 
Gary, Ind.: Tubular Alloy Steel Divisior P.&M 31 2697 
} Ellwood City, Pa Salar 21 2289 
| McKeesport, Pa.: National Works Salary 15 2316 | 1. 006 
Lorain, Ohio aoe Salary 28 2354 | 
McKeesport, Pa.: Christy Park Works Salary 15 3330 
McKeesport, Pa.: 
National Works Pit. proten J 15 2074 | 46 
Christy Park Works Pit. proter 15 3094 
Oil well supply Co 
Braddock, Pa.: Wilson Snyder Mfg. Divi- | P. & M-_--..-- | 15 1506 
sion, R23 
Oil City, Pa.: ‘ 
| Imperial Works P.& M 21 2016 
| Imperial Works Salary 21 2773 88 
Oliver Iron Mining Co 
| Hibbing-Chisholm, Minn.: Mines, Shops, 1663 
i and Plants. 
| Pioneer and Sibley Mines and Shops: Ely, 1664 
| Minn. seedless 
| Virginia, Minn Ore mines, shops, and 33 
| 
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Name of company Unit District 


Tennessee Coal, Iron & Railroad Co 


Birmingham, Ala.: Open Hearth ; P.&M y 36 
Westfield, Ala P.& M.. . 36 
Fairfield, Ala.: Sheet Mill P.&M 36 
Ensley, Ala See EC 36 
Fairfield, Ala 

Wire Mill P.&M 36 

Tin Mill - P.&M 36 

Coke and Byproducts : P.& M ; 36 
Bessemer, Ala.: Rolling Mill Siete P.& M : og 36 
Fairfield, Ala., and Ensley, Ala Salary J 36 


Covers: Mfg. Div., Ore Mines, Quar- 
ries, Coal Mines, and R. R. Trans- 
portation Dept 

Fairfield and Ensley, Ala ------| Plt. proten 36 

Covers: Ensley Works; Fairfield Steel 
Works (including Byproducts Coke), 
Fairfield Tin Mill, Sheet Mill, and 
Wire Works; Bessemer Rolling Mill 
and Rail Transportation Dept 

Shops Division 
Iron Ore Mines, Quarry and Sintering 


Plant | 
Muscoda Division: Bessemer, Ala ) 36 
Ishkooda Division: Powderly, Ala | 36 
Wenonah Division: Bessemer, Ala ‘Ore mines, ete 36 
Sintering Plant: Bessemer, Ala 6 
Dolonah Quarry: Bessemer, Ala \ sti 
Central Water Works: Fairfield, Ala P.& M if} 
Conductors in Trainmen Division of Rail 5} 
rransportation Department Ensley, 
Ala. 
Shops and Roadway Divisions of Rail 36 
rransportation Department: Pratt City, 
Ala 
Texas Warehouse: Houston, Tex P.& M 37 
United States Steel Co. (formerly Carnegi 
Ill 
South Chicago, lll.: South Works. P.& M jl 
Gary, Ind.: 
Gary Steel Works P.& M 3] 
Gary Sheet and Tin Works P.& M l 
Braddock, Pa.: Edgar Thomson Works P.& M 1 
Rankin, Pa.: Carrie Furnace P.& M ] 
Duquesne, Pa P.&M 1 
Johnstown, Pa.: Lorain Works P.& M 1 
McDonald, Ohio P.& M 2} 
Etna, Pa.: Isabella Furnace P.& M 19 
Joliet, Dl.: Coke Plant P.& M 31 
Youngstown, Ohio: Ohio Works P.& M on 
Vandererift, P P.&M 19 
Canton, Ohio: Roll and Machine Works P.& M 27 
Homestead Works: Munhall, Pa P.& M 15 
McKeesport, P DeWees Wood Works P.& M 15 
Clairton, Pa. ‘includes Marine Ways P.& M 15 
McKees Rocks, Pa.: Wheel and Axle Di P.& M 16 
Dravosburg, Pa.: Irvin Works P.&™M 15 
Braddock, Pa.: Edgar Thomson Works Salary 15 
Duquesne, Pa Salary 15 
Gary, Ind 
Gary Steel Works Saiary 31 
Gary Sheet and Tin Work Salary 31 
Ciairton, Pa. (includes Marine Ways Salary 15 
Homestead Works: Munhall, Pa Salary 15 
MeDonald, Ohio Salary 26 
Youngstown, Ohio: Ohio Works Salary 26 
Joliet, Il.: Coke Plant Salary 31 
Johnstown, Pa.: Lorain Works Salary 13 
Dravosburg, Pa.: Irvin Works Salary 15 
United States Steel Products Co.: Petroleum | P. & M 21 
Iron Works: Sharon, Pa. 
United States Steel Supply Co 
5 warehouses 
Chicago, Ill including Paint Mfg f 31 
Plant | 
St. Paul, Minn ‘ 33 
Pittsburgh, Pa P.& M 17 
Newark, N. J 2 
Allston, Mass } l 
Baltimore, Md W hse & 
St. Louis, Mo W hse 34 


Local 
ubion 


1013 
1013 
1131 
1489 


1700 
2122 
2405 
2421 


2210 


1200 
4201 

4202 
4203 
4204 
1013 
3662 


4090 
1618 


2006 


1396 
1554 
2718 
3746 
4465 
4246 


Plant em- 
ployees 


750 


160 


82 099 


3,414 








| 





DEFENSE PRODUCTION 


Name of company 


Universa] Atlas Cement Co 
Duluth, Minn 
Indiana Harbor, Ind.: 
Buffington Plant 
Buffington Plant 
Virginia Bridge Co. 
Birmingham, Ala 
Memphis, Tenn 
Roanoke, Va 
Drafting Department Employes R 
oke, Va 
United States Steel Products Co.: Bennett 
Mfg. Division, Chicago, I]! 
Virginia Bridge Co.: Birmingham, Ala 
American Bridge Co 
Gary, Ind 
Minne polis, Minn 
Pittsburgh, Pa 
Shiffler Plant 
Shiffler Plant 
Consolidated Western Steel Cor} 
Maywood, Calif 
M iwood, Calif 
Vernon, Calif 


Oil Well Supply Co.: Oil ¢ , Pa., Imperial 
Works 
United States Steel Co Pittsburg P 


Building Service Employees 
United States Steel Products Co 
Bovle Mfg. Division 
Alameda, Calif., and 
Los Angeles, Calif 
Alameda, Calif., and 
Los Angeles, Calif 
Petroleum Iron Works: Beaumont, Te 
United States Steel Supply Co.: Newark, N.J., 
Waverly Warehouse. 
Columbia Steel Co 
lorrence, Calif 
Pittsburg, Calif 
Geneva Steel Co.: Provo, Utah, Lronton Works 
National Tube Co.: Gary, Ind 
United States Steel Co 
Duquesne, Pa 
Braddock, Pa.: Edgar Thomson Work 
Gary, Ind 
Youngstown, Ohio plants under 
tract 
Ohio Steel Works 
Upper Union Mills 
MeDonald, Ohio: McDonald Mills 
Taylor Forge & Pipe Works: Cicero, Ll 
Armco Steel Corp 
Ashland, Ky 
Baltimore, Md.: Rustless Div 
Copperweld Steel Co Warren, Ohio 
Detroit Stee! Corp 
Detroit, Mich 
Craine-Schrage Steel Di 
Mill Division 
Reliance Division 
Hamden, Conn.: New Haven Unit 
New Boston, Ohio: Portsmouth Works 
Firth Sterling Steel & Carbide Corp, 
McKeesport, Pa 
Steel Div 
Firthite Div 
McKeesport, Pa 





Granite City Steel Co.. Granite City, Dl 


Great Lakes Steel Corp : 
Ecorse, Mict Great Lakes, Michigan 
Steel and Hanna Furnace 
lerre Haute, Ind.: Stran Steel Div 
Hanna Furnace Corp.: Buffalo, N. ¥ 
Inland Steel Co 
E. Chic: g>. Ind Indiana Harbor Works 
Chicago Heights, Il 
Newport Steel Corp 
Newport, Ky.: Rolling Mill Div 
Wilder, Ky.: Open Hearth ca 
Northwestern Stee] & Wire Co.: Sterling, Il] 
Rotary Electric Steel Co.: Detroit, Mich 


ACT AMENDMENTS 


P,.&M 


P.& M 
Salary 


P.& M 
P.& M 
P.& N 
Pp. & M 
P.& M 
P.&M 
P,& M 
P&M 
P&M 
P.& M 
P.& M 
alary 
P.& M 


P. & M 
I & M 
P.& M 
P.& M 


2717 
sU9O 


5925 


SOS 


2, 244 
2 000 


60S 
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Name of company Unit 


Sheffield Steel Corp.: 
EE ae ee — , } 
aa ons} ae at 
Kansas City, Mo 
Linden, Tex ee nee pee -&M. 
Sand Springs, Okla ae Ses a ae 
Shenango Penn Mold Co.: Neville Island, Pa P.& M 
Shenango Penn Mold Co. and Shenango Fur- | P. & M 
nace Co.: Sharpsville, Pa 
Wheelirg Steel Corp.: 
Benwood, W. Va.: | 
Benwood Works eer 
Benwood Blast Furnace MH -&M 
Steubenville, Ohio: LaBelle Plant P.& M. 
Beech Bottom, W. Va.: Beech Bottom | P. & M 
Works. 


Yorkville, Ohio . - P.& M 
Martins Ferry, Ohio: Factory P.& M 
Warwood, W. Va.: Ackerman Factory __. P.& M 
Wheeling, W. Va.: Cirrugating Plant P.&M 
Wheeling, W. Va.: LaBelle Nail Works P.& M 
Beech Bottom, W. Va.: Steelcrete Factory_| P. & M 
Wheeling, W. Va | Salary 
Yorkville, Ohio Salary 
Benwood, W. Va Salary 
Martins Ferry, Ohio: Factory Salary 
Steubenville, Ohio Salary 
Yorkville, Ohio Pit, proten 
Steubenville, Ohio: LaBelle Plant Pit. proten 
Beech Bottom, W. Va Pit. proten 
Benwood, W. Va Plt. proten 
Martins Ferry, Ohio: Factory | Plt. proten 


Alan Wood Steel Co. and subsidiaries: Con- | P. & M 
shohocken, Pa. 
Continental Copper & Stee) Industries, Inx 
Braeburn, Pa.: 


Braeburn Alloy Steel Div P&M 
Braeburn Alloy Steel Diy Salary 

Braeburn Alloy Steel Div | Pit. proten 
Continental Steel Corp | 

Kokomo, Ind P.& M 

Kokomo, Ind... Salary 
Copperweld Steel Co.: Glassport, Pa P.& M 
Follansbee Steel Corp.: | 

Follansbee, W. Va P.& M 

Follansbee, W. Va., Sheet Metal Speciality P. & M. 

Div. 

Follansbee, W. Va Pit. proten 
Latrobe Electric Steel Co.: Latrobe, Pa P. & M. 
Universal-Cyclops Steel Corp.: | 

Bridgeville, Pa want a is 

Titusville, Pa.-Cyclops Div P.& M. 


Vulcan Crucible Steel Co.: West Aliquippa, | P. & M. 
Pa. 
Lukens Steel Co., Byproducts (WO): 


Steel & Lukenweld, Inc., Coatesville, Pa P.& M. 
Lukenweld Division, Coatesville, Pa P. & M. 
Bethlehem Steel Co.: 
Lebanon, Pa P.& M 
Leetsdale, Pa P.&M 
Rankin, Pa P.& M 
Steelton, Pa P.& M 
Pottstown, Pa P&M 
Williamsport, Pa P&M 
Bethlehem, Pa 
Local A P.& M 
Local B P & M 
Local C P.& M 
Lackawanna, Pa.: 
Local A P.& M 
Local B P.& M 
Local C P.& M. 
Local D P. & M. 
Local E P.& M 
Sparrows Point, Md 
Finishing Side Plant P.& M. 
Steel Side Plant P. & M. 
Johnstown, Pa. 
Gautier Div P.& M 
W heel Plant : P.&M 
Wire Mill Div P.& M. 
Franklin Div... P.& M- 
Lower Cambria Div P.& M. 
Chicago, Il. . P.&M 
Cambridge, Mass. (Boston Warehouse) P.&M. 


| District 


34 


a7 


oi 


16 


tbe 


NNMNMNNNMN S&S Niet tIst 


30 


30 


non 


Local 
union 


2708 | 
4566 | 
13 | 


4176 
2741 
2258 
1032 


1O84 
1084 
1084 


1054 
3501 
1407 


1280 
1318 


1165 


2295 


1374 
1383 
1494 
1688 
2177 


2499 


2508 | 


2599 
2600 


2601 
2602 
2603 
2604 


2605 


2609 
2610 


2632 


2633 
2634 
2635 
2644 
3968 
3746 


Plant em- 


—— 


2, 


pk yyees 


200 


3, 100 


80 


, 100 


SOU 
S13 


109 
555 


200 


, 039 
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Name of company Unit District be I ate 


Betnlehem Steel Co.—Continued 
Lackawanna, Buffalo, & Blasdell, N. Y_..| P. & M-_._--- es 4 3144 100 
Hourly paid employees: Order, Ac- | 
counting and Mill Clerks Depart- | 
ment Units. 


Bethlehem Stee] Co. (Quarries): | | 
Bethlehem Quarry ‘ | P.&M 9 2619 
Bethlehem Slac Plant__- | P&M ; 9 | 2619 | 
Cornwall Ore Mines _..| P.& M ae 11 2657 | 
Hanover Quarry ----| P.& M ; 11 3139 1, 46 
Lebanon, Pa. (Concentrator Plant) |P.&M . il 2731 
Naginey Quarry P.&M ll 3149 
Steelton Quarry P&M 11 3521 
Sparrows Point, Md. (Foamed Slag | P. & M & 2610 
Plant). | j 
Lackawanna, Buffalo, and Blasdell, N. Y__-| Salary { 3144 | 175 
Salaried employees of the Order, Ac- | | 
counting and Mill Clerks Depart- | 
ment Units 
Bethlehem, Pa | Firemen 9 2600 57 
Steelton, Pa ----| Firemen. 11 1688 6 
Bethlehem Pacific Coast Steel Corp. (sub., | 
Bethlehem Steel Co.): 
So. San Francisco, Calif___- P. & M 38 1069 
Seattle, Wash a P.&M 38 1208 
Alameda, Calif __- P.& M 38 1798 
Los Angeles Plant, including Warehouse | P. & M 38 1845 4,333 
at Vernon, Calif. | 
Los Angeles, Calif.: Fabricating Plant iP.& M 38 2273 
Seattle, Wash.: Seattle Fabricating Works | P. & M 38 4481 
Bethlehem Supply Co. of California (sub., 
Bethlehem Steel Co.): | 
Los Angeles, Calif s P.& M 38 1981 27 
Tulsa, Okla ae P.& M ; 37 3076 500 
Buffalo Tank Corp. (sub., Bethlehem Steel | 
Co.): 
Lackawanna, N. Y.-Buffalo Plant P.&M , 4 3734 99 
Charlotte, N. C P.& M BD 4482 5 
Dunellen, N. J P.& M 2 4493 128 
Dundalk Co. (sub., Bethlehem Steel Co P.& M s 2610 80 
Sparrows Point, Md 
A. M. Byers Co.: 
Pittsburgh, Pa.: South Side Plant P.& M l 1019 |) a 
Ambridge, Pa : P. & M- 2 1268 |f 9 “04 
Colorado Fuel & Iron Corp.: | 
Buffalo, N. Y.: Wickwire Spencer Steel | P. & M 1 1060 
Div. 
Pueblo, Colo.: Minnequa Plant P.& M 38 2102 
es Mass.: Wickwire Spencer Steel | P. & M ] 2828 9.1 
iv. | 
Palmer, Mass.: Wickwire Spencer Steel | P. & M ] 2923 
Div. | 
Worcester, Mass.: Morgan Plant iP. &M 1 3590 
Clinton, Mass.: Wickwire Spencer Steel | Salary 1 4623 9 
Div. 
Colorado Fuel & Iron Corp 
Pueblo, Colo | Salary.._...... 8 3267 795 
Tonawanda, N. Y.: Wickwire Spencer | Salary 4 3823 105 
Steel Div. 
Pueblo, Colo_. Pit. proten 38 3751 55 
Pueblo, Colo.: Water Dept. of Minnequa | P. & M : 38 2102 50 


Plant & San Carlos Lime Quarry and 

Clay Pit. 
| Claymont Steel Corp. (sub., Colorado Fuel | P. & M 7 3182 838 
& Iron): Claymont, Del. 
Crucible Steel Co. of America: 


Pittsburgh, Pa.: Spring Works P, & M. 17 1166 
Midland, Pa.: Includes National Drawn | P. & M . cose 20 1212 
Works. 
Pittsburgh, Pa.: Park Works_. | P&M 17 1276 11. 448 
Syracuse, N. Y.: Sanderson-Halcomb Div_| P. & M 3 1277 7 
Harrison, N. J.: 
Spaulding Works... - P.& M. 2 1339 
| Spaulding Works... P. & M. 2 2144 
Syracuse, N. Y.: Sanderson-Halcomb Div_) Salary. 3 2716 
| Midland, Pa.: Includes National Drawn | Salary 20 3177 — 
| Works. oe 
| Pittsburgh, Pa.: Park Works. - Salary 17 3432 
Harrison, N. J.: Spaulding Works. Pit. proten 2 2194 || es 
Syracuse, N. Y.: Sanderson-Halcomb Div.) Plt. proten 3 2924 fj % 
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Name of company Unit ’ District 
union ployees 
Jones & Laughlin Steel Corp 
Cleveland, Ohio: 
Otis Div., Riverside Steel Plant, 315 | P. & M 28 185 
Clark Avenue. 
Otis Div., Riverside Steel Plant, 3341 | P. & M. 28 188 
Jennings Road. ie 
Aliquippa, Pa P.& M 20 1211 25, 410 
Pittsburgh, Pa.: South Side Works, in- | P. & M 16 1272 
cluding Pittsburgh Warehouse. 
Pittsburgh, Pa.: Hazelwood Works P.& M 16 1843 
Oil City, Pa.: Electroweld Tube Division_| P. & M | 21 2089 418 
Floreffe, Pa.: Marine Ways Dept. of River | P. & M 15 1535 100 
rransportation, 
Memphis, Tenn.: Warehouse ..... P.& M 35 3449 30 
Muncy, Pa.: Wire Rope Division P.& M os ea ll 3181 20 
J. & L. Steel Barrell Co. (sub. of J. & L.) | 
Atlanta, Ga : . P.& M 5 3980 100 
Bayonne, N. J lariat .-.| P.& M 2 2612 60 
Philadelphia, Pa ‘ P.& M 7 R30 Al 
Pittsburgh Steel Co 
Allenport, Pa ..| P.& M 13 1187 
Monessen, Pa .| P.& M 13 1229 oan 
Monessen, Pa.: Byproducts coke Plant ae Be ce ; 13 2698 | 7,513 
Warren, Ohio: Thomas Steel Plant Po ae ae Se | 26 3523 
Allenport, Pa. Salary 13 3496 | 282 
Monessen, Pa Salary 13 3496 |f ae 
Allenport, Pa ; : : Plt. proten 13 2094 | 
Monessen, Pa ; Pit. proten 13 2904 80 
Monessen, Pa.: Byproducts Coke Plant Pit. proven 13 2004 | 
Republic Steel Corp | 
South Chicago, Dl P.& M 1 1033 
Cleveland, Ohio: Corrigan-McKinney | P. & M 28 1098 
Plant, Independence Road. 
Massillon, Ohio P.& M 27 1124 
Cleveland, Ohio | 
Upson Bolt & Nut Div P.& M 28 1126 || 
Corrigan-McKinney Plant, 3100 E. | P. & M. 28 1157 || 
45th St. | 
Steel & Tube Div P.& M 28 1179 |} 
Canton, Ohio P.& M 27 1200 
Youngstown, Ohio: Hazelton Plant P.& M 26 1331 
Niles, Ohio P.& M 26 1338 
Warren, Ohio P.& M 26 1375 || 
Massillon, Ohio: Union Drawn Steel Div P.& M i 27 1566 
Moline, Dlinois P. & M 32 1678 
Buffalo, New York P.& M 4 1743 
Beaver Falls, Pa.: Union Drawn Steel Div | P. & M zt) L869 
Los Angeles, Calif.: Union Drawn Div P.& M 38 2018 
Gadsden, Ala P.& M 6 2176 |$ 44,952 
Youngstown, Ohio: Bessemer Plant P.& M 26 
Cleveland, Ohio: 98-inch Strip Mill P.& M 28 
Newton Falls, Ohio: Ideal Foundry Div P.& M 26 
Canton, Ohio: South Div P&M 27 
Hartford, Conn.: Union Drawn Div |P.&M 1 
Canton, Ohio: Berger-Culvert Div P. & M. 27 
Niles, Ohio: Niles Steel Prod. Div. Walnut P.& M. 26 
St. | 
Birmingham, Ala. Thomas Furnace Plant_| P. & M-.-. 36 2382 
roy, N. Y.: Troy Furnace Div- iP. & M. 3 | 2398 
Ferndale, Mich.: Steel & Tube Div P. & M. 29 2508 
Gary, Ind.: Union Drawn Steel Div Oe ian 3 3069 
Elyria, Ohio: Steel & Tubes Div P, & M. 28 3224 
Niles, Ohio: Niles Steel Products Co. Div. | P. & M--. 26 | 3287 
No, 2 Erie St. | 
Gadsden, Ala.: Hourly Mill Clerical Em- | P. & M. 36 4382 
ployees. | 
Elyria, Ohio: Niles Steel Products Div P. & M. ; 28 4638 | 
Buffalo, N. Y.: Hourly paid Office & Cleri- | Salary 4 3206 8 
cal Employees, Steel Conditioning Of- | 
fice. 
Detroit, Mich.: Union Drawn Div., Sepa- | P. & M. 29 1358 10 
rate Agreement. | | 
Buffalo, N. Y.: Clerical Employees of | Salary ; 4 3206 32 
Order & Shipping Department. 
Buffalo, N. Y.: Yard Office Employees } Salary...-- 4 3206 12 
Canton, Ohio: Canton Alloy Div. Salary -__. 27 3678 200 
Cleveland, Ohio: 98-inch Strip Mill_--- Salary - 28 4309 |) 190 
Gadsden, Ala. --- ll 36 4382 |J , 
Gary, Ind. (Union Drawn Steel Div.) ---| Salary : 31 3603 50 
Youngstown, Ohio ean Salary -_- 26 3486 465 
Lyon Mountain, N. Y. (Chateaugay Dist.).| Mines-_--- 3 3533 519 
Minesville, N. Y. (Port Henry District) Mines.-.- ‘ ; 3 3670 745 
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Name of company Unit District I Plant em 
unior vees 
Truscon Steel Co. (Sub. Republic Steel Corp.): 
Canton, Ohio P.& M 27 S41 224 
Cincinnati, Ohio P.& M 2 5083 6 
Cleveland, Ohio P&M 28 173 322 
Cleveland, Ohio (E. 8tst and Aetna Sts Warehouse emp! 28 173) 23 
Detroit, Mich. (7501 Central Ave P.& M 1297 15 
Gadsden, Ala P.& M it 2176 70 
Youngstown, Ohio P&M f 2334 1,859 
Sharon Steel Corp.: 
Sharon, Pa P.& M 21 L174 |) 
Ferrell, Pa P.& M 21 1193 6, 644 
Lowellville, Ohio P&M 6 1487 || 
Dearborn, Mich. (Detroit Tube & Steel | P. & M 29 2302 180 
Div 
Warren, Ohio (Brainard Steel Co P&M 26 1434 292 
Niles, Ohio (Niles Rolling Mill Co P.& M 26 2155 100 
Lowellville, Ohio Salary 26 S668 19 
Sharon and Farrell, Pa Pit. prot 21 10 56 
Valley Mould & Iron Corp 
Chicago, I] P.& M 1029 | 
Hubbard, Ohio P.& M 2 1058 |> 
Cleveland, Ohio P&M 2 2081 | 
Youngstown Sheet & Tube Co 
South Chicago, Il Pe& M 108 
Indiana Harbor, Ind P&M LOll 
Campbell, Ohio P.& M d 1418 
Youngstown, Ohio: Brier Hill Plant P&M 2t 1462 - 
Struthers, Ohio: Rod and Wire Plant P.& M 2t 2162 a 
Youngstown, Ohio: 
I Non nn sn cannmeuidmemet P.& M at 
Youngstown Metal Products Co. Div.)_| P. & M 26 
Campbell, Youngstown & Struthers, Ohio. Salar 2t 654 
E. Chicago, Ind. and So. Chicago, I] Salary ; 2065 
Indiana Harbor, Ind. (E. Chicago Plant Plt. proten 277 45 
Campbell, Brier Hill, Coalburg Lake Prop? Plt. proter 2 42] 77 
erty, and Hubbard, Ohio 
Allegheny Ludlum Steel Corp.: 
West Leechburg, Pa P.& M 1138 
Brackenridge, Pa P.& M } 119 
Watervliet, N. Y P.& M ; 2478 |} ), 384 
Dunkirk, N. Y P.& M ’ 293. || 
Buffalo, N. Y.: Buffalo Foundry P.& M { 308 | 
Charleson Iron Mining Co Charleson C 1008 {i 
Virginia, Mint 
Cleveland Cliffs [ron Co__ Agnew Mine, Hibbing 14 ) 
Minn, | 
Cleveland Cliffs Iron Co Sargent Mine, Kee | 1439 
tin, Minn | 
Cleveland Cliffs Iron Co Hawkins Mine, Na } 439 
wauk, Minn, } 
Cleveland Cliffs Iron Co Hill-Trumbull Mine, | 20 
Marble, Minn = 
Cleveland Cliffs Lron Co Holman Cliffs Mine, | 207 * 
Taconite, Minn | 
Cleveland Cliffs Iron Co Canisteo Mine, C j 207 
raine, Minn. i 
Cleveland Cliffs Iron Co Atkins Mine, Kinne | R78 
Minn. 
Cleveland Cliffs Iron Co Wanless Mine, Buhl, 878 
Minn. | | 
Cleveland Cliffs Iron Co Cambria-Jackson Mine, | 2373 
Negaunee, Mich | 
Cleveland Cliffs Iron Co Maas Mine, Negaunee, | 3 2491 
Mich | | 
Cleveland Cliffs Iron Co Spies-Virgil Mine, Iron | 3 | 2533 
River, Mich 
Cleveland Cliffs [ron Co ‘ Cliffs-Shaft Mine, Lloyd | 2656 1. 25 
Mine, and Tilden | ts 
| Mine, Ishpeming and 
North Lake, Mich. 
Cleveland Cliffs Iron Co ../ General Shops and 33 | 2912 
Steam Shovels, } 
Brownstone Mine Ish- | 
} peming, Mich. | } 
Cleveland Cliffs Iron Co. and AthenszIron | Athens Mine, Negau- 2867 277 
Mining Co. } nee, Mich. | 
Cleveland Cliffs Iron Co + ..-| Negaunee Mine, Negau- | } 2841 
| nee, Mich. | 490 
Cleveland Cliffs Iron Co s Mather Mine, Ishpem- 3 | 2841 v 
ing, Mich. ' 
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Name of company 


Butler Bros., M. A. Hanna Co., operating 
agents. 

Butler Bros., M. A. Hanna Co., operating | 
agents. | 


Butler Bros., M. A. 


agents, 


Hanna Co., operating 


Douglas Mining Co. and M. A. Hanna Co., 
operating agents. 

Hanna Coal & Ore Corp., and M. 
Co., operating agents. 

Hanna Coal & Ore Corp., and M. 
Co., operating agents. 

Hanna Coal & Ore Corp., and M. 
Co., operating agents. 


A. Hanna 


Hanna Coal & Ore Corp., and M. 
Co., operating agents. 

Hanna Iron Ore Co., and M. 
operating agents. 


A. Hanna 
A. Hanna Co., 


Hanna Iron Ore Co., and M. 
operating agents. 

Hanna Iron Ore Co., and M. 
operating agents. 

Hanna Ore Mining Co., and M. A. Hanna Co., 
operating agents. 

Hanna Ore Mining Co., and M. A. Hanna Co., 
operating agents. 

Richmond Iron Co., and M. A. 
operating agents. 

BRAG BONE SOs i ccne ocunncse die 


Inland Steel Co.---..- — 


A. Hanna Co., 


Hanna Co., 


Inland Steel Co- 
Inland Steel Co_. 
Inland Steel Co...........-- 


Inland Lime & Stone 
Steel Co.). 


A. Hanna | 


A. Hanna | 


ACT AMENDMENTS OF 1952 


Unit 


Cooley Group, Nash- 


wauk, Minn. 


South Agnew Mining | 


Co., South Agnew 
Group, Hibbing, 
Minn. 

Philbin Mining Co., 
Weggum Group, Hib- 
bing, Minn. 


Douglas Mine, Chis- 
holm, Minn. 

Wauseca Mine Iron | 
River, Mich. 

Perry-Argonne Group, 


Keewatin, Minn, 


Morton Ore Co., Mor- | 


ton Mine, Keewatin, 
Minn. 

Cuyuna Group, Crosby, 
Minn. 


| Bates Mine, Hiawatha 


A. Hanna Co., | 


Co. (subsidiary, Inland | 


Inter-State Iron Co. (subsidiary, Jones & 
Laughlin Steel). 

Inter-State Iron Co. (subsidiary, Jones & 
Laughlin Steel). 

Inter-State Iron Co. (subsidiary, Jones & | 
Laughlin Steel). 

Inter-State Iron Co. (subsidiary, Jones 
Laughlin Steel) 

Inter-State Iron Co. (subsidiary, Jones 
Laughlin Steel). 


Lerch Bros., Inc 


R. Maturi Corp ik Si 4 i 

Montreal Mining Co. (Oglebay, Norton & C 
agent). 

W.S. Moore Co____--- aed 

North Range Mining Co 


North Range Mining Co-_---- 


North Range Mining Co.......-..---- - 


Pickands, Mather & Co. (managing agents) : 
Balkan Mining Co =. 


Bennett Mining Co giideniheds 
Biwabik Mining Co-__........--- A 
Corsica Iron Co----- eieloiisats 
Crete Mining Co-_-_---- 


Cuyuna Ore Co-- is calsteack aplasia 


byl 


Nos. 1 and 2, 
Homer Mines, 
River, Mich. 
Section 18 Mine, Keewa- 
tin, Minn. 
Portsmouth Mine, 
Crosby, Minn. 
Mississippi Group, 
Keewatin, Minn. 
Buckeye Group, Grand 
Rapids, Minn. 
Palmer, Mich.....---.- 


and 


Armour No. 1 
Ironton, Minn. 


Mine, 


Iron | 


Morris and Greenwood | 
Mine, Ishpeming, | 


Mich. 

Sherwood Mine, Iron 
River, Mich. 

Bristol Mine, Crystal 
Falls, Mich. 

Armour No. 2 Mine, 


Ironton, Minn, 
Port Inland, Mich 


Hill Annex Mine, Calu- 
met, Minn. 


| 


Grant Mine, Buhl, 


Minn. 

Columbia Mine, Vir- 
ginia, Minn. 
Longyear Mine, Hib- 


bing, Minn. 
Schley Mine, 
Minn. 


Gilbert, 


Virginia, Biwabik, Cal- | 


umet, Nashwauk and 
Crosby, Minn. 
Chisholm, Minn 


Montreal Mine, 
treal, Wis. 
Hibbing, Minn 
Blueberry Mine, Ne- 
gaunee, Mich. 
Book Mine, Alpha, 


Mich. 
Warner Mine, Amasa, 
Mich. 


| Danube Mine, Bovey, 


Minn. 


Bennett Mine, Keewa- 


..| Biwabik Mine, 


tin, Minn. 
Biwa- 
bik, Minn. 


| Corsica Mine, Biwabik, 


Minn. 


| Albany Mine, Hibbing, 


Minn. 
Mahnomen Mine, Iron- 
ton, Minn. 


Mon- 


| 
| District | 


33 | 


33 


33 | 


33 
33 


8 


33 
33 


33 | 


33 
33 


33 | 
33 | 


33 


29 
oo 


33 
33 
33 





Local 
union 


1438 
2955 


2955 


2669 | 


1624 
2660 


2714 
1624 


2660 
3550 
2660 
2970 
3397 
1705 
2099 


2709 
4389 
1705 


4302 


1437 | 


1934 
3005 
3107 
4212 
2949 
4437 
2573 


4191 
2576 


3080 


| 





} 





4532 | 


2446 


2476 | 


Plant em- 


ployees 


645 


120 
181 


420 


434 


8 


466 


40 


307 


661 


v4 


50 
529 


100 


416 


250 
164 
80 
84 


91 
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| i = : sis 2 * a wie 
*ame ‘ ‘ Local (Plant em- 
| Name of company Unit District anion ployees 
| Pickands, Mather & Co. (managing agents)— 
i Continued 
OS ee Taconite Plant, Aurora, 33 4108 | 120 
i | Minn. 
j Hoyt Mining Co__...........-. _ Scranton Mine, Hib- 33 2456 142 
bing, Minn. 
} James Mining Co.._....--- . .-.--| James Mine, Iron River, 33 2679 315 
5 | Mich. 
Lake Mining Co. ..............- | Embarrass Mine, Biwa- 33 3160 200 
bik, Minn. 
Mahoning Ore & Steel Co Mahoning Mine, Hib- 33 2705 220 
bing, Minn. | 
\ Odanah Iron Co ~~ Mine, Hurley, 33 2152 324 
} is. | 
Pickands Mining Co Davidson Mine, Iron 33 2678 135 
River, Mich, 
Plymouth Mining Co-_- ..| Plymouth Mine, Wake- 5) 2702 88 
field, Mich. 
Puritan Mining Co Puritan-Ironton Mine, 3 3547 120 
| Bessemer, Mich. 
Sagamore Ore Mining Co cg .-| Sagamore Mine, Iron- 33 2690 105 
ton, Minn 
Sunday Lake Iron Co__--- ; | Sunday Lake Mine, 33 2056 17 
Wakefield, Mich. 
| Utica Mining Co_. Carmi-Carson Lake 33 4531 7 
Mine, Hibbing, Minn 
Vermillion Mining Co_...-. Zenith Mine, Ely, Minn. 33 2445 290 
Verona Mining Co ..| Buck Mine, near Iron- 33 2689 315 
River, Mich 
Youngstown Mines Corp : Palms-Anvil Mine, Bes- 33 2442 320 
semer, Mich. 
Youngstown Mines Corp eo ..| Rabbit Lake Mine, 33 2799 12 
Ironton, Min | 
Youngstown Mines Corp- i : Newport Mine, Iron- 33 1922 278 
wood, Mich 
Republic Steel Corp__- Penokee Mines, Iron- 33 2412 
wood, Mich. ; P 
Republic Steel Corp_.............--. ..| Tobin-Columbia Mine, 33 2849 | 7 
| Crystal Falls, Mich. 
Republic Steel Corp ; St. Paul Mine, Keewa- 33 2686 |} 
tin, Minn. \ 68 
Stevenson Mine, Ste- 33 2686 { 
venson, Minn 
Susquehanna Ore Co. (subsidiary, Republic | Susquehanna Mine, 3 2516 100 
Steel Corp.). Hibbing, Minn. 
St. James Mining Co, (Oglebay Norton & | Aurora, Minn 3 $424 25 
Co., manager). 
Snyder Mining Co_- . , Webb Mine, Hibbing, 1442 } 
Minn. iM 
Synder Mining Co-_--.--- ‘ ; Shenango & Virginia 33 1442 | 
Mines, Eveleth, 
Minn. 
Stanley Mining Co----.....-.--- Mary Ellen Mine, 5 $145 40) 
Biwabik, Minn. 
Wheeling Steel Corp--.-...- ‘ Wavootah Mine, Iror 2824 24 
Mountain, Minn 
Ozark Ore Co. and M. A. Hanna Co., | Iron Mountain, Mo 34 3572 142 


operating agents. 


Tue Wuitre Howse, 


Washington, December 29, 1951. 
Hon. NATHAN P, FEINSINGER, 


Chairman, Wage Stabilization Board, 
Washington, D. C. 
Dear Mr. CuatrMan: By direction of the President, I am sending you a sup- 
plemental list of companies to be added to the list referred to you on December 24. 
Very sincerely yours, 
Witiiam D. Hassett, 
Secretary to the P-esident. 


96315—52—>pt. 4——-83 
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Name of company 


American Chain & Cable Co.: 
Monessen, Pa.: 
Page Steel & Wire Div 
Page Steel & Wire Div 
Babcock & Wilcox Tube Co.: 
Beaver Falls, Pa__.- 
Beaver Falls, Pa__- 
Borg-Warner Corp.: 

Chicago Hghts, Ill.: Calumet Steel Div 
Franklin, Pa.: Franklin Steel Div 
American Locomotive Co.: 

Auburn, N. Y 
Auburn, N, Y 
Schenectady, N. Y 
Schenectady, N. Y 
Latrobe, Pa “ 
Dunkirk, N. Y 
National Supply Co.: 
Etna, Pa.: Spang-Chalfant Div___-...- 
Ambridge, Pa.: Spang-Chalfant Div 
Etna, Pa.: Spang-Chalfant Div 
Rheem Mfg. Co 
Bayonne, N. J 
Houston, Tex., and Sparrows Pt., Md 
South Gate, Calif 
Houston, Tex 





MeClouth Steel Corp.: 
Detroit, Mich 
Trenton, Mich 
Reeves Steel & Manufacturing Co. (parent of 
Empire Steel Corp.): Dover, Ohio 
Pacific States Steel Corp.: Niles, Calif 
John A. Roebling’s Sons Co. 
renton, N. J 
rrenton, N. J 
Roebling, N. J 
Roebling, N. J ; 
Stanley Works: Bridgeport, Conn 
Atlantic Stee] Co.: Atlanta, Ga 
Harrisburg Steel Corp.: Boiardi Steel Co. (a 
subsidiary) Milton, Pa. 
Ohio River Steel Corp.: Toronto, Ohio 
Oregon Steel Mills (subsidiary of Gilmore Steel 
& Supply Co., Ine.): Portland, Oreg. 
Judson Steel Corp.: Emeryville, Calif 
A. M. Byers Co 
Pittsburgh, Pa 
Ambridge, Pa 
H. K. Porter Co., Inc.: 
McKees Rocks, Pa.: American Fort Pitt 
Spring Div. 
Tonawanda, N. Y : 
Heppenstall Co.: Pittsburgh, Pa 
Joslyn Mfg. & Supply Co.: 
Fort Wayne, Ind ‘ 
Los Angeles, Calif.: Joslyn Pacific Co., a 
subsidiary 
Northwest Steel Rolling Mills, Inc.: Seattle, 
Wash. 
Vanadium Alloys Steel Co.: Monaca, Pa.: 
Colonial Steel Div. 
Eastern Stainless Steel Co.: Baltimore, Md 
Woodward Iron Co.: Woodward, Alsa-_-_-- Ga 
Pittsburgh Coke & Chemical Co.: Neville 
Island, Pa. (All operations at Neville Island). 
Interlake Iron Corp.: Chicago, Ill 
E. J. Lavino & Co.: 
Plymouth Meeting, Pa 
Sheridan, Pa e 
Reusens (Lynchburg), Va 
Armco Steel Corp.: 
Armco Drainage & Metal Products Inc. 
(a subsidiary): 
Ashland, Ky.: Ashland Fabricating 
Div. 
South Bend, Ind 
Springfield, Il 
Houston, Tex 
Berkeley, Calif.: Caleo Div 
Los Angeles, Calif.: Caleo Div 


ACT AMENDMENTS OF 


& M 


Salary 


& M 


Unit 


Pit. proten- it 


Salary 


p 
> 
P. 


& M 
& M 
& M 


Porters 
emp. 


. & M 
-&M 
-&M 
.&M 


& M. 


Salary 


P. 


& M 


Salary 


P. 
‘¢ 
P. 


x 
P. 


P 


P. 
P. 


P. 


P. 
P. 


| P. 


P. 
. 
r. 
os 
is 
rs 
P. 


| P. 


g 
af 


&M 
& M 
&M 


and cafeteria 


& M...- 
& M.. 


& M 


&M 
&M 


& M 


& M 
&M 


& M 
& M 


& M 
& M 


& M. 


& M 
& M 


& M. 


& M 


& M. 


& M 


.& M. 


.&M 
.&M 
.&M 
.&M 
.&M 


District 


20 


38 


16 


20 


1952 


Local 
union 


1391 | 
4384 


1082 
3488 
1027 
1392 
3440 


2054 
3180 


1244 
1360 


2592 | 


3966 
3966-2558 
3941 


IRRD 





Plant em- 
ployvees 


387 
200 


2, 523 


150 


. 000 


SOO 
850 


, 000 


, 600 


70 


250 


, 012 
, 200 


900 


231 
80 


200 
199 
555 
475 
960 
650 
250 


168 
180 
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Name of company Unit District Local | Plant em- 
union ployees 


Youngstown Sheet & Tube Co.: 
Emsco Derrick & Equipment Co. (a sub- 
sidiary): 





Garland, Tex 1 P.&M 37 125 
Los Angeles, Calif Pp. & M 38 310 
Colorado Fuel & Iron Corp.: 
California Wire Cloth Corp. (a subsidiary): 
Oakland, Calif 3 P.&M 38 136 
South San Francisco, Calif Pp. & M R R5 
Inland Steel Co 
Joseph T. Ryerson & Son, In 4 sub 
Sidlary 
Cambridge, Mass P.& M 1 60 
Carnegie, Pa-- P.& M 16 100 
Cincinnati, Ohio P.& M 25 60 
Cleveland, Ohio P.& M On 60 
Pittsburgh Steel Co.: 
Monessen, Pa. (Byproducts Coke Plant Salary 13 3404 
Johnson Steel & Wire Co., Inc. (a sub- 
sidiary 
Worcester, Mass P.& M 1 7 
Akron, Ohio . P.& M 28 45 
Granite City Steel Co.: Granite City, Ill Plant proten 4 17 
Northwestern Steel & Wire Co.: Parrish-Alford | P. & M 32 130 
Fence & Machine Co. (a subsidiary), Rock 
Falls, Ul. 
Acme Steel Co., Chi. & Riverdale, Ill 
TABLE 1.—Distortion of wage rate increases by earnings comparisons 
Steel Autos 
Average hours worked 
June 1950 3¥.8 2.38 
January 1952 ai 41.2 40.7 
Increase in earnings: 
June 1950 to January 1952 cents _} 22.8 Bua 
General increases since June 1950 do 16.0 | 25-28 


The table above indicates the manner in which earnings comparisons disguise 
the effect of general wage rate increases. In steel, while only a general increase 
of 16 cents was granted during this period, earnings are shown to have increased 
by 22.8 cents because of the increased hours worked, and increases in incentive 
earnings which are important in this industry. In automobiles, earnings are 
shown to have increased only 21.7 cents, while general increases of 25 to 28 cents 
were granted during this period. This is due to the decline in premium payments 


because of the decline in hours worked. Furthermore, incentive payments are 
rare in this industry. 
TABLE 2.—Wage-rale increases in leading industries since January 1950 
Number Tt. Number 1" 
Industry of tn- ae . Industry of in- aoe 
creases oa creases icreas 
Cents 
Basic steel ‘i — ‘ 1 16.0 Electrical equipment 3 
Meat packing se cieciia 3 28.3 Nonferrous metals 2 
Automobiles adaad d 7-9 | 127-28.0 || Rubber (tires and tubes 2 
Farm machinery --- sad aie s 230.0 || Shipbuilding 1 





1 Does not include annual improvement factor increases of 4 cents per hour due in June 1952 and June 1953. 
2 Does not include annual improvement factor increases of 4 cents per hour due in August 1952 and August 
1953, 


In terms of wage-rate increases, taking either January 1950 or January 1951 
as the base date, the steel industry has lagged behind other industries. The 
12\%-cent immediate increase recommended in the steel dispute, together with 
the 16-cent increase in December 1950, results in a total increase (28.5 cents) 
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which is in line with wage movements already granted in other major industries 
since January 1950. This is true also of the 13.75-cent average increase for 1952. 
Furthermore, the total of automobile increases by June 30, 1953 (4-cent annual 
improvement factor increases are due on June 1, 1952, and June 1, 1953), will 
exceed the total of steel adjustments, since January 1950 even after the addition 
of the 2%-cent increments recommended in steel (33.5 cents in steel to 35 to 36 
cents in automobiles). Annual improvement factor increases are also important 
in the farm-machinery industry. 


TABLE III.—Steel and auto wage increases, January 1950 to July, 1953 


Cents 
Steel: 1950 to present__ . arene? ‘ Baie ace 16. 0 
Board recommendations: 
Effective Jan. 1, 1952_-_~- aie cacti eideiasennae’ 12.5 
Effective July 1, 1952------- ena > ape 2.5 
Effective Jan. 1, 1953_- ee pteeacena ae . aie ieee 
attend cain uli actacnw scene needed = ee Sake wd aoe oe aae oe 33. 5 
Automobiles: 1950 to present - ” . 27-28 
Annual improvement factor increases June 1, 1952__- 4 
Effective June 1, 1953___.-_---- ahd Serle. ls 4 
ot” Rape Repogegepapage Seb geemye repay ih eimai mn g ee am eeyeeyete Rey ak np ted Me ey ae 35-36 


Note.—This table assumes no further rise in the cost of living. Furthermore, even if the single month 
drop in the cost of living results in a 2-cent decrease in the cost-oi-living allowance for automobile workers, 
the automobile total will still equal or exceed steel in June 1953. 


The recommended adjustments are also in line with wage movements in leading 
industries since the date of the last steel contract—actually since the January 26, 
1951 “freeze”? date. The following adjustments have been made: 


TaBLeE IV.—Wage-rate increases in leading industries since January 1951 


Total increase 


Industry: (cents) 
Shipbuilding - - 17-22. 5 
Meatpacking _--- : ; s 17.3 
Automobiles ; 117.0 
Farm equipment } : Jato 
Electrical equipment __- ; : 15. 5 
Nonferrous metals wig baat 15-16. 0 
Rubber___-- fi. (0s Seo. 13. 0 


! Excludes 3-cent cost-of-living increase in December 1950, and 4-cent productivity increases due in June 
1952 and June 1953. 
2 Excludes 4-cent annua! improvement factors due in August 1952 and August 1983. 


These comparisons make it apparent that the Board’s wage recommendations 
in the steel case do not establish a pattern for other industries to follow and will 
not initiate a new ‘‘round”’ of wage boosts. 
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(Reference to the following will be found on p. 2235.) 
BEFORE THE WAGE STABILIZATION BOARD STEEL PANEL 
Case No. D-18-C 


In the Matter of UNITED STEELWORKERS OF AMERICA—CIO and VARIOUS 
STEEL AND IRON ORE COMPANIES 


STATEMENT OF H. C. STRINGFIELD—INDUSTRY CoST oF UNION DEMANDS 


ESTIMATES OF THE COST OF THE UNION’S DEMANDS 


This statement contains estimates of the cost to the basic steel industry of 
those of the Union's demands for which data are available upon which to base 
reasonably accurate estimates of such costs. For the purposes of this statement 
and no other purpose, the term “basic steel industry” is used to indicate the in- 
dustrial activity of converting iron ore and other materials into pig iron and 
making steel in various basic shapes and forms and of marketing these prod- 
ucts. These estimates, except as specifically noted, apply only to those em- 
ployees of the companies involved in this case who are actually engaged in the 
basic steel industry. Such employees are herein referred to as basic steel 
employees. 

Many of the companies involved in this case have operations which are en- 
gaged in the preparation of material for use in the basie steel industry, the 
fabrication of steel shapes and forms produced by the basic steel industry and 
in other operations which are not involved in the basic steel industry as defined. 
Employment cost changes which may be involved in these other operations are 
not included in the estimates for the basic steel industry. 

Past experience has shown that any increase in the wages and salaries of the 
employees represented by this Union in the basic steel industry leads to increases 
in the wages and salaries of the other employees of the companies here involved 
even though this Union may not represent those other employees. It is certain, 
therefore, that any increase in the wages and salaries of basic steel employees 
will affect the wages and salaries of the other employees of the companies in 
this case and, consequently, will result in a far greater increase in the employ- 
ment costs of those companies than may be directly attributable to the increase 
for the basic steel employees alone. For individual companies the percentage 
of employees other than basie steel employees varies widely. A reasonable 
assumption, on the basis of over-all experience during the period 1946-1950, is 
that the total cost effect to the companies for those other employees will, in the 
aggregate, closely approximate an additional 35 to 40 percent for employees 
outside the basic steel industry.’ 

Most of the data used in the estimates set forth in this statement cover com 
panies which together account for approximately 95 percent of the ingot capacity 
of the basic steel industry. Such data are derived from the reports made by 
those companies to the American Tron and Steel Institute. With respect to certain 
demands of the Union, complete information necessary to prepare estimates of 
costs was not available from all of those companies. In such cases, estimates have 
been based upon reasonable assumptions based on sampling or the factual data 
available. In the case of certain Union demands, information necessary for the 
preparation of estimates of costs could not be obtained from any of the companies 
and, consequently, estimates of the costs of those demands have not been prepared. 
The absence of cost estimates should not be construed to mean that those demands 
will not involve additional costs to the companies. 

The following estimates are based in general upon the number of employees, the 
hours worked by them and the payments made to and on behalf of them in the 
first 11 months of 1951 projected to an annual basis. It should be borne in mind 
that certain Union demands would directly affect types of payments to employees 
other than the type of payment with respect to which the demand is made. For 
example, an increase in wage rates affects certain types of incentive payments, 
premiums for overtime, vacation payments, call-in and minimum payments, 
Social Security and unemployment compensation taxes and provisions for pen- 
sions, as well as the wage rates themselves. Accordingly, allowance has been 





1 See table in Appendix, p. 15. 
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made where possible for the effect of the demands under consideration upon other 
types of payments. The basis for the calculation of each of those allowances is 
set forth in the appendix attached hereto. 

Overtime premium payments, where applicable to increased straight time rates, 
have been estimated at a rate of 4.5 percent based on the average experienced 
relation of such premium payments to straight time earnings in 1951. 

The increased cost of vacations caused by increases in such items as (1) wage 
rates; (2) shift differentials; (3) paid holidays, and (4) premiums for Saturday 
and Sunday work have been estimated on the basis of the rate of 3.8 percent since 
this is the experienced percentage of such vacation payments to straight time 
earnings in 1951. 

Payroll taxes (Social Security and unemployment compensation taxes) on the 
increased employment costs are estimated at a rate of 1.0 percent. This is lower 
than the current average percentage (2.5 percent) of such taxes to the hourly 
payroll as recorded by this same group of companies. The rate is modified down- 
ward because not all of the additional earnings of the employees would be subject 
to payroll taxes. Many of the employees have earnings close to or in excess of 
the taxable base used for calculation of such taxes. 

Estimates of the increased cost of pensions arising from the increases in other 
types of payments which would result from granting the Union’s demands are 
based on the actual pension provisions for hourly paid employees only made by 
the companies during the first 11 months of 1951, relative to the total hourly 
payroll for that period. That ratio is 4.4 percent. Because some of the com- 
panies make all or a major part of their pension provisions at the end of the 
vear, the use of data for the first 11 months results in a conservative and rela- 
tively low estimate of pension costs. The practices of the companies with respect 
to funding pension costs vary from a pay-as-you-go basis to the maximum fund- 
ing basis permitted by the Bureau of Internal Revenue. Consequently, the ratio 
used in making these estimates, which represents a composite of those practices, 
should not be construed as representing the true cost of pensions. 

in determining the total cost effect of the Union’s demands, it has been neces- 
sary to take into account the compounding effect of those costs. However, suf- 
ficiently reliable data were not available with which to compute all of these items 
and in such cases no amount of cost has been included. 

Detailed estimates of the cost of the following five demands of the Union are 
set forth in this statement : 

1. A general wage increase of 15 cents per hour in the minimum rate and 
14 cent in the increment between job classes ; 

2. Vacations of 1 week for employees with 1 year of service, 2 weeks for 
employees with 2 years or more but less than 5 years of service, 3 weeks for 
employees with 5 years or more but less than 15 years of service, and 4 weeks 
for employees with 15 years or more of service; 

3. Payment to all employees at straight-time rates for 8 holidays with an 
additional payment of the present rate of 1% times the regular rate of pay 
to employees who work on such holidays ; 

4. A differential of 10 cents per hour for hours worked on the afternoon 
shift and 15 cents per hour for hours worked on the night shift; and 

5. Payment for all work performed on Saturdays at 114 times the regular 
rate of pay, and for all work performed on Sundays at twice the regular 
rate of pay. 

1. The demand for a general wage increase 

The scale of hourly wage rates applying to most of the employees involved 
in this case consists of a minimum rate which applies to job class 1 and rates 
for succeeding job classes each of which is 5 cents per hour higher than the 
rate for the next preceding job class. The Union has demanded an increase of 
15 cents per hour plus an increase of 1% cent in each of the increments or spreads 
between job classes. Thus the wage increase demanded by the Union would raise 
the rate for job class 1 by 15 cents, the rate for job class 2 by 15% cents, the 
rate for job class 3 by 16 cents and so on to the maximum job class (job class 32), 
which would be increased by 30% cents. The weighted average job class of the 
employees to whom that type of scale applies is approximately job class 8. 
Therefore, the average increase contemplated by the Union’s demand is 18% 
cents. While some of the employees in the steel industry are covered by differ- 
ent types of wage scales, their number is relatively small and it is believed that 
the effect of the Union’s demand on such other scales would be sufficiently close 
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to 18% cents so that the wage scale of the type described above can properly 

be used as the basis for industry cost estimates. 

The total hours worked by hourly paid employees in the basic steel industry, 
for the year 1951, was approximately 1,135 million. The salary payroll of the 
basic steel industry for 1951 was approximately $550 million. 

The following indicates the basis of the estimate of the cost of this demand to 
the basic steel industry : 

Hourly: Villions 
1,135,000,000 hours * 18.5 cents_____- pinks oe Set $210. O 
Add for: 

Overtime—$210 million x 4.5 percent 
Vacation—$210 million x 3.8 percent 


Payroll taxes and pensions—$227.4 million x 5.4 percent 
Total _- : ; — giao 
Salary—This estimate assumes that a general wage increase for hourly 
paid employees would be followed by salary adjustments in proportion 
to that wage increase: 


Hes 


18.5 cents is 10.33 percent of current straight-time hourly earni 
($1.791) 

10.35 percent of $550 million (1951 salary payroll) 

Add for: Payroll taxes and pensions $56.8 million 5.4 percent 


Total: 
Estimated increase in total employment cost 
Estimated cost per hour, 22.26 cents. 

2. The demand for increased vacations 


Based on a sampling of companies with 65 percent of total hourly paid cieploys 


ees in the basic steel industry, the following percentages were developed to 
indicate the approximate number of employees according to certain lencth cf 
service SToups: 


Length of service 
Less than 2 years 
2 years, but less than 5 years 
5 years, but less than 15 years 
15 years, but less than 25 years 


25 years and over 


It is believed that such distribution is sufficiently representative of ft] 
steel industry as a whole to serve as the basis for computing estimates of the 
cost of the Union’s vacation demand. 

In the following table are shown by length of service groups (1) the estimated 
number of employees in the basic steel industry computed by applying the fore- 
going percentages to the total number of hourly paid employees (540.000), (2) the 
number of weeks of vacations to which each such employee would have been 
entitled under the plan in effect in 1951, (3) the total number of such weeks of 
vacations, (4) the number of weeks of vacations to which each such employee 
would be entitled under the Union’s demand, (5) the total number of such weeks 
and (6) the total number of additional weeks to which such employees would 
be entitled under such demand. 
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1951 plan | Union demand 

Number |__ ie ing Se eee 

Length of service Percent} ofem- | | additional 
| ployees | Weeks| Total | Weeks; Total weeks 


| 
weeks each weeks 


Less than 2 years__. . 20.1 109, 000 | 109,000 | 109, 000 None 
2 years but less than 5 years_.__- 17.6 95, 000 | | 95,000 ‘ 190, 000 95, 000 
5 years but less than 15 years 31.9 172, 000 | 344, 000 | 3 516, 000 | 172, 000 
15 years but less than 25 years 16.7 90, 000 q 180, 000 360, 000 | 180, 000 
25 vears and over betel 13.7 74, 000 | ; 222, 000 : 296, 000 | 74, 000 


Total hourly employees 100 540, 000 Se 
Total wecks of vacation Races sel ...| 950,000 | 1,471,000 521, 000 
Percentage . | Leas al 100 | 154.8 | 54.8 


1 Employees with less than one year of service did not receive a vacation under the 1951 plan and would 
not under the Union's proposal. Consequently, inclusion of those employees in the table has no effect on 
the calculation. 


The estimate of increased cost which would result from the Union’s vacation 
demanded is computed as follows: 


Hourly : Per hour 
Average straight-time earnings. ~~ : sci es 
Add for: 

Overtime—1.791 & 4.5 percent__- ‘ Saas ss bie 
Total_- L 8716 
921,000 weeks X< 40 hours = 20 840,000 hours. 
Millions 
20840,000 hours X $1.8716 per hour =__- p $39. 0 
Add for: 
Payroll taxes and pensions, $39.0 million 5.4 percent 


To give effect to the granting of other demands of the Union, it 
necessary to add the following cost per hour for the liberalized por- 
tion of vacations: 
Cost per hour 
Subject of demand: (cents) 
18% cents wage increase 18. 50 
Shift differentials 
Holiday pay 
Overtime for Saturday and Sunday work__- 


Total per hour__ 


The amount to be added to the above $41.1 million cost of liberalized 
vacations to include the effect of granting these three other demands 
is determined as follows: 
Millions 
20,840,000 hours X 45.45 cents per hours_- eee ole $9. % 5 
Add for: Payroll ts ixes and pensions—$9.5 million X 5.4 percent 


BG es rears 


Total increased yacation cost for hourly paid employees__ 
Salary: 

It is assumed that the granting of three and four week vacations to 
hourly paid employees would result in a corresponding change in vaca- 
tions for salaried employees. 

There are no exact statistics available to determine the percentage 
of the 98,000 salaried employees in the basic steel industry who are 
engaged in clerical, technical or administrative work of the type which 
requires replacement during vacations. It is, therefore, not practical 
to provide an accurate estimate of the cost which would be incurred 
in the industry by extending vacations of three and four weeks to 
salaried employees. 

1 While it is recognized that holiday pay might affect earings on which vacation pay is 


computed, there is no factual information upon which to base an estimate of the average 
hourly cost of this item. 
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Total: 
Estimated increase in total employment cost, $51.1 million. 
Estimated cost per hour of this demand, 3.80 cents. 


38. The demand with respect to holiday pay. 


This demand of the Union would require the basic steel industry to pay for 
64 additional hours to each of its 540,000 hourly paid employees. 

The hourly cost of these additional hours is estimated by adding the average 
cost of vacations, payroll taxes and pensions to straight-time hourly earnings 

It is recognized that the granting of this demand might affect the gross earn- 
ings of hourly paid employees in pay periods used to determine hourly rates 
for vacation pay. However, since there is no information upon which to base 
an accurate estimate of that effect, no amount therefor has been included in 
the estimated cost. 

This demand would also increase cost by increasing from 6 to 8 the number 
of days to which the premium for holiday work applies. This cost would not 
be as much as the cost of 8 hours for 540,000 hourly-paid workers since it would 
be lowered by any reduced schedule of operations on the two additional holidays. 
Because of the uncertainty regarding this cost it has been omitted from this 


estimate. 
Hourly: Including other 
The cost per hour of this demand is estimated as follows: inion demand 
Biraient time.............- Sos . — $1. 791 
Ra ie . . 185 
Second and third shift demand : . 0361 
2.0121 


Increase for: 
Vacations __ 









*ayroll taxes and pensions—$2.0121 *5.4 percent 





Total _ + ee 2 7. Aad 


64 hours X 540,000 hourly employees=34.560,000 hours. 
34.56 million hours X $2.1207=$73.3 million. 

















Salary: 
No estimate has been made for the effect of this demand on the amonnt 
paid to salary workers. 
Total: 
Estimated increase in total employment cost, $73.8 million 
Total estimated cost per hour, 5.44 cents. 
4. The demand for increases in shift differentials 
The Bureau of Labor Statistics recently published a survey of wages in the 
basic steel industry in which there is an analysis of shift differential practices 
in this industry.* 
According to this report, the following percentages of all plant workers receive 
shift differentials as indicated: 


Percent of all 


Second shift: plant workers 
Receiving 4 cents___-_- , ; ee 
Receiving 5 cents... ---- ; , a coal 1 


Receiving 10 cents 









Total 






Third shift: 


Receiving 5 cents.._._......--- $- ina . ses <a 
SEONG UNI i ctisnite cxamaieniplemnete taht lad sciiheinastides tutes 22. 6 
PURE AO) COIN a gs ceicscpecdnc cesta dha dlneinin’ a eh me 










IN iii ten cticreed tim Sch ntgnipiamalcen 


* Wage structure—Basic Iron and Steel, Series 2, No. 81, table 7 
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The following tabulation indicates the calculation to determine the additional 
cost to the basic steel industry of the differentials demanded by the Union: 


Estimated total | Additional differential 


| Percent Hours! | Per hour | Amount 


HOURLY 
Second shift: Cents 
Receiving 4 cents... 295, 100, 000 5 | , 706, 000 
Receiving 5 cents . 1, 135, 000 f 56, 750 
Receiving 10 cents “ 1, 135, 000 
Total 2 297, 370, 000 7, 762, 750 
rhird shift | | 
Receiving 5 cents i 1, 135, 000 | , 500 
Receiving 6 cents ‘i } 22. 256, 510, 000 ( 23, , 900 


Receiving 10 cents : 1, 135, 000 , 750 


tal 22. 258, 780, 000 . 23, 256, 150 


Total both shifts $41, 018, 900 
lotal increased shift premium 41, 000, 000 


Indicated percentage of 1,135 millior 


Add for: Million 
Overtime, $41.0 million X t.5 percent ae . $1. S 
Vacations, $41.0 million 3.8 percent ot os 


Payroll taxes and pensions, $44.4 million X 5.4 percent 
Total 


Salary: 

In general this demand would not seem to affect the cost of employees paid 
on a Salary basis. However, in one large steel Company it was found that 7 
percent of the payments for shift differentials were made to salaried employees. 
There is no factual basis for determining what percentage, if any, applies to 
other companies, but it is reasonable to assume that this increase, which av- 
erages approximately 4 cents per hour to hourly workers, would result in some 
adjustment in the rates of pay of some salaried employees. 

Hence, for purposes of this estimate, it has been assumed that this demand 
would carry over to salaried employees to the extent of 7 percent of the increased 
cost applicable to hourly paid employees, 

$46.8 million *7 percent=$3.3 million 
Total; 
Estimated increase in total employment cost, $50.1 million. 
Estimated cost per hour, $3.72 cents. 
o. The demand for premiums for work performed on Saturdays and Sundays 

This estimate is based on an analysis of experience in certain large companies, 
showing that approximately 12 percent of all hourly paid hours are worked on 
Saturdays and 8 percent are worked on Sundays. This leaves 80 percent of all 
hours or an average of 16 percent of the hours worked on each of the other five 
days of the week. ‘ 

Of the hours now being worked on Saturday, the same analysis indicates that 
one-third are worked on an overtime basis and, consequently, are already paid 
for at time and one-half. Therefore, in this estimate it is assumed that only 
two-thirds of the hours worked on Saturdays would cost more, under this demand 
of the Union, than they do at present. On this basis, the additional Saturday 
hours that would be paid for at the rate of time and one-half would equal 8% 
(24 of 12%) of all hours worked by hourly paid employees. 

Of the hours now being worked on Sunday, the analysis indicates that one- 
tenth are worked on an overtime basis and, consequently, are now paid for at 
time and one-half. Therefore, in this estimate it is assumed that one-tenth of 
S percent (0.8%) of the total wage hours would be paid for at an additional 


premium cost of one-half time and nine-tenths of & percent (7.2%) of the total 
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wage hours would be paid for at a premium equivalent to the full rate. Thus, 
the industry’s cost is equivalent to 11.6% (4.4%+7.2%) of the total wage hours 
of the industry at the full hourly rate. 
Hourly : 
11.6% X1,185 million hours=131.66 million hours, 
The cost per hour is estimated, including other related demands, as follows: 
Misnivnt MG oe etseoss a cocaine rome $1. 791 
Waee demand. ............. ee gu z vibe obakics . 185 
Second- and third-shift demand___-- . 0361 


2.0121 


Add for payroll taxes and pensions $2.0121 5.4 percent__- LOSG6 
Total sates Eee : 2. 1207 
131.66 million hours X $2.1207=$279.2 million 
Salary: 
No estimate is made for the added cost effect of this demand on the 
the amount paid to salaried employees, It is recognized that there 
would be an added cost for Saturday and Sunday work by such em 
ployees, but no data are available upon which to base an estimate. 
Total: 
Estimated increase in total employment cost million $279. 2 
Estimated cost per hour_- : cents 20. 74 


SUMMARY 


It is estimated that the granting of only those five demands above discussed to 
employees in the basic steel industry would increase employment costs of the 
companies in that industry as follows: 


Hou \ 
Rate per ( 
} 
( 
1. 18! nt wa ncrea S. of 
9 In ised en ' 12 Q 
SH lay pay 
1 It Cums j h tad t i ‘ 3 
5. Overtir lS is Z 2 
rotal employment cost inerea 
The ratios of costs of materials, supplies, freight. and other services put 
chased by companies in the basic steel industry to total employment costs during 


the years 1946 to 1959, inclusive, have been as follows 


Purchase 
} P 

V 8 Vl ) Percent 
1946 $2, 174 $1, 983 110 
1947 3, 197 2, 464 130 
1948 Q%] » S39 139 
1949 517 2 00 5 
1950. $, 281 5 117 137 


From the foregoing ratios, it can readily be seen that the costs of materials, 
supplies, freight, and other services have risen at least as rapidly as employ 
ment costs during that period. It may be asserted that price controls will 
temporarily change that trend but price controls under present day circumstances 
are not likely to have any appreciable effect on the long term trend shown. 
Consequently, it is certain that any increase in employment costs will be matched 
by at least an equal increase in the costs of purchased goods and services. Thus, 
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the total annual direct and indirect cost of those five demands for which esti- 
mates can be made would be more than $1,500,000,000 to the basic steel industry 
alone. If those estimates, without any allowance for other items not covered 
by such estimates, are extended on the basis of the ratio of other employees of 
the companies to the basic steel employees for whom the above estimates were 
made, the total cost would be well over $2,000,000,000 a vear. 


Data for the basic steel industry 


(Source: American Iron and Steel Institute monthly reports of employees, 
hours, etc.) 


(Annual hours and payroll based on 11 months) 


| Toure Number of 
| employees 


Year 1951: 


Hourly paid employees 1, 135, 000, 000 


540, 000 
Salaried employees -- 


211, 000, 000 | 98, 000 


a . eviebaninien 1, 346, 000, 000 638, 000 


PAYROLL DATA 


Amount Percent of 
(millions) straight time 


Year 1951 
Hourly: 
Straight time including shift differential 
Overtime premium 
Vacations. - - 


Total_. 


Amount Percent of 
(millions hourly payroll 


Payroll taxes 
Pensions. ..-..-- 
Total salary payroll. ._--- 2 


Average straight-time hourly earnings 
$2,033 million 
; = $1.791 per hour 
1,135 million hours $ I 


Shift differential practices 
(Source: Wage Structure, Basic Iron and Steel, January 1951, table 7, p. 18) 
Percent of all 
Second shift: plant workers 
Receiving 4-cent differential_- 
Receiving 5-cent differential : 
EOCervane: arp eee Careremenne. ee a 


Total, seeond shift 
Third shift: 
Receiving 5-cent differential 
Receiving 6-cent differential 
Receiving 10-cent differential 


Total, third shift __- 
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Employment cost versus materials cost 


(Source: American Iron and Steel Institute 1950 Annual Statistical Report, 
pp. 8-9) 


Combined statistics for companies with more than 90 percent of ingot production 


Percent 
of ingot 
production 
in com- 
panies 


Employment 
cost—total 


1950 90. 4 $3, 117, 450, 851 
1949 91.9 2, 600, 761, 748 
1048. ... 90.9 2, 831, 758, 587 
1947 91. 5 2, 464, 012, 273 
1046... 92. 2 1, 983, 097, GS6 


NotTE.— Materials, supplies, ete., purchased exceed total employment 
have increased more than the increase in total employment costs . 


Basic steel labor hours versus other’ employment in companies producing steel 


(Source: American Iron and Steel Institute 1950 Annual Statistical Report, 
pp. 8-0) 


Man-hour 


Percent 
ingot pro- 
duction in 


T ) c syee 
companies In basic steel 


industty 


1950 134, 890, 000 409, 736, 000 

1949 002, 667, 000 #8, 062, 000 

1948 ( ) 465, 506, 000 | 

1947 5 277, 438, 705. 000 

1946 j 92.2 15, 403. 137. 000 
| 


1 Other” includes iron ore, coal, limestone mining and quarrying, f 
Employment cost per hour in companies producing steel 


(Souree: American Iron and Steel Institute 1950 Annual Statistical 
pp. 8-9) 


“Other” 


1950 b1. 85 $1. 868 
1949 ‘ 1. 802 
1948 7 1. 691 
1947 . 595 1, 529 
1946__. i | 1. 450 





